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INTERNATIONAL AFFAIRS 


CSSR-USSR AGRICULTURAL COOPERATION EXTENSIVE 
Prague “VET HOSPODARSTVI in Czech 23 Mar 83 ppl, 2 


(Article by Eng Petr Samek, FMZV [Federal] Ministry @ Agriculture and Food/ 
and Dr Eng Vaclav Jerman, FMMR /faieral Ministry of Technological and 
Investment Development]: "Extensive Cooperation in Agriculture%/ 


(Text] The scientific-technological cooperatin in agriculture between the 
CSSR and the USSR, based on traditions of many years, takes place in every 
main sector of agricultural production and is extremely important for its 
development. Partner institutes specify selected problems whose solution 
is advantageous for both sides. This primarily involves cooperation in 
developing and producing improved seed for malt barley and wheat, which is 
a great boon for Czechoslovak grain production. 


Our grain production has experienced a dynamic development in the mid-1960's. 
Yields of winter wheat began to grow progressively since 1967 when Soviet 
hybrid Mironovskaya 808 began to be sown on a considerable part of the 
acreage in the CSSR. It was precisely this hybrid that was assigned a major 
share of the wheat acreage and has become the main stabilizing factor in grain 
yields over the past three 5-year plans. The Mironovskaya hybrids were grow 
in the CSSR since 1967 on a total area of 7.5 million hectares and roduced 

3 million tons of top-quality grain. Because of their outstanding economic 
and biological properties, Soviet hybrids are widely used in grain improve- 
ment programs; in recent years they were used in 65 percent of hybridization 
programs conducted by institutes for improved cultivation. During the Sixth 
5-Year Plan, 10 new wheat hybrids were developed on the basis of Soviet 
hybrids and licensed. Soviet experts are using Czechoslovak genetic funds 

to develop spring barley adapted to the conditions of the Ukraine. 





At present this cooperation contimes in an intensive and efficient way. 
Partner institutes are exchanging sample strains, hybrid generations and 
hybrid barley and wheat according to a program of operation and evaluate 
their fundamental characteristics according to data obtained during their 
vegetative period; thus, both partners are fully engaged in their improvement 
process. Concurrent research programs are focused on improving the methods 
of development, efficient use of genetic funds, the development of important 
genetic qualities ©! the future hybrids, etc. 











(ur scientilic and technical cooperation with the USSR, however, is not 
Tocused on grain production alone; it includes other topics as well. 


number of problems concerning the cultivation, narvesting and p 
hops, and anotner agreement concerning a part o! that program, signed in 
1978, established two temporary international teams. One team with head- 
quarters in the CSSR is concentrating on the solution of mechanized tiv 
tion, ha: vesting and postharvest treatment of hops, and the other, ws 
quarters in the USSR, focuses on the solution of genetics and improvemert 

of hops. This cooperation is now under way. In the cooperation of the Czech- 
cslovak and Soviet experts, the first team designed a tractor plat 
for attaching preset hops guidelines from wire to pales. Functiona 
ot special equipment for wrapping such bundles were developed by a joint pro- 
gram in both countries. Mobile platforms passed their test runs in the CSS 
and USSR with flying colors and a method using loops (nooses) to attach the 
wire was recommended. Tne SCHK-79 plan for hons yard construction was 

1. developed with minimum consumption of construct ion materials. 4 
experimental hops vard has already been built in the CSSR on 8.2 hectares 
and tne USSR plans to build a similar hops vard. 


bilateral agreement concluded in 1976 ceals with the specification of a 
. . 


Vi “~ FT 
=? = 


[he other team prepared methods for accelerated development of hops avybrids 
in 6 t 7 years and a model for the development of hybrids with basic para- 
meters corresponding to the vital needs of both countries. This « peration 
includes intensive mutual exchange of seed stock and on its basis ™ re than 


1,400 seedlings have already been grown. Furthermore, two joint exvecitions 
searched tor wild hops growing in the USSR and in the Carpathian area. 


The program for design of technological equipment for irrigation of agricul- 
tural crops developed better technologies, for example, for the cultivation 
of winter wheat, alfalfa and soy beans; systems and methods of more rational 
water consumption in irrigation were improved. A system of basic soil 
preparation and treatment before sowing was introduced. Correct amounts of 

mineral tertilizer application were determined, more suitable schecules and 
methods for their application were proposed according to the fertility of the 

wil and the planned yields in order to derive a higher effect from the 


fertilizers. 


At the present stage, the cooperation is focused on design of new technologies 
for the cultivation of corn under irrigation. 

Cooperation in developing better sugar beets concentr-tes on single-sprouting 
hybrids. On the basis of joint field experiments in e development of 
planters for hybridization programs, several single-sprouting stocks were 
sown. In the generative stage, 5 Soviet single-sprouting strains were 
cross-pollinated with Dobrovicka "C," Dobrovicka "N," Wohanka and 2 tetraploid 
pollinators, thus producing 25 combinations; one with sterile pollen was 
crossed with multisprouting pcllinator resistant to cirrhospora. This 
cooperation continues and exchanges of intormation and samples of sugar and 


todder beet seeds have been stepped up. 











on in agrotechnolozgy and improvement of fruit cultures 
rom the USSR Ministry of Agriculture to i 
of Vegetable and Fruit Economy, newly est 


The previous coopera ati 
has been transferred f 
of the USSR Ministry 
the basis of the USSR food program. In the CS sc 
and tecimological cooperation with said ministry was organized in September 
of this {sicJ year and coordinated by the FMZVz. 


R, the program 


in terms ot fruit production, far-reaching exchanges of improved stock took 
place and steps were taken to establish an orchard in the USSR where nvbrids 


produced by Moldavian and Czech improvement programs will be cultivated, each 
hybrid on 0.5 to l hectare. In the CSSR, the same hyubrid rill be grown 

in south Moravia. The basic task calls for the development of nes hybrids 

adapted to local conditions, more resistant to frost and diseases, and pro- 

ducing delicious fruit. The superior hybrids were selected and are now 
being tested. The development of a strain of apricot for grafting produced 
interesting results; four strains which were cultivated are particularly 
frost-resistant, produce high yields, have a high germination rate (up to 95 
percent), and are free of virus and easy to graft. Apollo and Jupiter, two 

walnut hybrids, were developed with characteristics of early fruit-bearing, 
considerable resistance to frost, self-pollinaticn and high yield. In 
accordance with the plan of operation, the special Czechoslovak prograr fo 
prophylactic protection of fruit trees against viral diseases is undergoing 


tests in the USSR. 


. 


a 


The newly established program for scientific and tectmological cooperati-na 
with the Ministry of Vegetable and Fruit Economy of the USSR is expanding 
the current cooperation by developing technologies for high yields of 
gooseberries and currants and dealing with problems related to mechanized 
fruit production. 


In the framework of the newly organized cooperation in the sector of vegetable 
cultivation, new techmologies for industrial production of onions and their 
seed, for improvement of high-yielding hybrids and hybrid cucumbers and 
tomatoes of top technological qualities, resistant to diseases and wmitabile 
for mechanized cultivation and harvesting, methods for preservation and multi- 
plication of noncrossable strains of cabbage will be deveioped in order t 

cut the costs of the production of Fy, hybrid seeds. Mechanized equipment 

will be designed for the cultivation of garlic. 


In addition, “ur cooperation involves problems of developing high-yielding 
BySEsGs of flax outstanding for the excellent quality of their fiber, their 
rie! period of vegetation and their resistance against matging and disease. 
Concurrentiy, technology for cheir cultivation is being designed with the 
objective of preparing a technological plan and testing and construction 
facilities tor packing the raw material into large bales. 


The groundwork for an agreement to establish a temporary international 

team with headquarters in the USSR is now nearing completion of the tasks 
under section "Conservation of Moist Flax Sters." This form of cooperation 
will be mutually advantageous and is expected to benefit the CSSR by ceter- 


mining the prospects of using balers to bundle bedewed flax containing more 





than 16 percent moisture. Considering the tact that the currentiy valid 
standard makes it possible te harvest only itlax with less than 18 percen 
moisture, the current seasonal operation of baiers i limited to no more 


S ,. 


than 50-90 hectares. [fi a suitable preservative is discovered, it may be 


possible to bale flax with even greater amounts ct moisture (up to 30 per- 
rent). ihus, tne period of operation of balers right be extended as much as 
30 percent. Since a baler services 0./ to 0.8 hectares per hour, that would 
mean an additional 21 to 36 hectares per machine per season. Moreover, 

the solution of this problem will drastically reduce tne demand for work 
forces because at present flax is harvested manually on 70-80 percent of 


ea of cultivation. 


In the sector ot legumes, cooperation focuses on inproving new hybrids o: 
lupine, soy and tava beans, and peas; the proyran iucludes intensive ex- 


cnanges of improved stocks which are bilaterally evalusted every vear. At 
the same time, agrotechnology for cultivation of legumes is being designed. 


Livestock production, scientiric research aad piumning organizations are 
dealing with the construction of advanced model poultry !arms. In this 
ccoperation program, a joint experimental tecimical pian was ceveloped 
tor building a farm for fattening 500,000 geese in both countries. The 


Lirst unit of that farm is now under construction by the production associa- 
tion in Kokchetav, USSR, and in Dunajska Streda and Micnalovee, (Ss. 


Efficient joint cooneration by the Czech slovak and Sovier e-rerts rade it 
pos dibile to design in a relative. brief cime Daan a accorcaace «itt 
* \ = 


advanced modern trends, highly demanding standards of mechanized anu aut 
mated production processes, and superior economic parameters. ‘Scientific 
and technological cooperation with the CSsR with the (SSR heiped overcome 
problems connected with transferring the greese-fattening process to indus- 
trial facilities. Furthermore, plans were prepared for the technical 
experimental Project for Poultry Farm with annual capacity of 400,000 

caged turkeys, and a large production facility for 3,000 tons of meat, 

with grate floor. The construction of such facilities in the CSSR and USSR 
is already in the planning stage. The above-mentioned large poultry farms 
will enable both partners to study in detail that experience, make specific 
recommendat fons and apply them in designs af modern model projects. 


while jointly developing methods for disinfection and treatment of stable 


manure in giant mechanized farms, three variants of technical designs were 


: 
rT} » 


developed for the treatment of manure. The first two--the system for 
separation of the manure into solid and liquid fractions and their applica- 
tion as fertilizer, and the system of separating the manure into solid and 
liquid traction tor the use of the solid fraction as fertilizer and the 
liquid fraction as waste--have already undergone economic testing. Experi- 
mental buildings for them are planned in the hog-raising farms in Hodonin 
and Opava. The third variant--the system for the treatment of manure in 
septic tanks producing flammable gas for technological purposes and solid 
and liquid fractions for fertilizer--is planned for construction in the USSR 


in the Koskovskii Bekon hog-raising association in Ostanskii Sovhkoz. 








[his cooperation, which most consistently applies division of labor, is ver: 
etiicient. For instance, our Soviet partner provided Czechoslovax experts 

with the t indings of a research program concerning the removal of excrement 
with water under pressure. By adopting these data, the CSSR was able 
terminate its own research of said topics. The use of centrifugal fil 


~_*-* 
_ 
-~s 


for separation of excrements is being studied in the USSR, while the Css 


rc 


is conducting research on decanting centri:uges in vibieting <eparators. 
Ihe Czechoslovak partner submitted the "Fertilizazion with Ho Manure” 
method now applied in the CSSR for adoption to Soviet institu-ions. 


n addition to mutual exchanges of experts studying long-range projects, 


“* 


several joint consultations are taking place. Cooperation has been expancec 


by additional new cycles and sectors developing in regular sessions of 
ine representatives of agricultural departments in both countries and ¢ 
meetings of the top political leaders of both sides. [Topics q@erging 
such meetings dealt, for example, with hydrothermal-pressure processing 

of straw tor fodder, new methods of extended preservation of fodders on a 
biological basis, and potential cultivation of botanical species and other 
resources for which industrial processing for use as fodder in livestock 
production and in human nutrition has been only recently resolved. 


The past 5-vear period was notable for the concerted effort to select the 
most relevant topics for cooperation in 1981-1985 and for the application 

of such forms of cooperation that accelerates and upgrade the solution of 
problems. Topics from 1976-1980 which were carried over to the current pericd 
will guarantee a dynamic scientific and technical development in agriculture 
by concentration of scientific technical capacities in both countries. 
Furthermore, the agenda of both temporary international teams continues to 
tocus on a number of issues concerning the cultivation, harvesting, post- 
harvest treatment and the development of new hywrids of hops with potential 
yields of 25-30 quintals per hectare. Several solutions of the problems 
under study will be applied in new, advanced poultry farms with industrial 
technology. Model poultry farms with industrial technology will be designed 
on the basis of the tested construction of an experimental farm. in the 
development and introduction of highly efficient systems for the removal, 
processing and application of liquid manure from hog farms, technological 
units for the treatment of litterless stable manure with 92-94 percent tois- 
ture, and liquid dung with 95-98 percent moisture, and their use as fertili- 
zers will be tested. The construction of technological equipment and facili- 
ties for the treatment of Litterless splid and liquid manure will be 


definitely resolved and operational plens for their treatment svstems wi.l be 
developed. 

Cooperation in fruit production will lead, among other things, to the develop- 
ment of technology for the production of apricots with the use of comprehen- 
sive mechanization, to the planning and verification of a unified method for 
primary rid testing and development of impr: ved fruit, and to the develop- 


ment of methods for cloning of virus-free fruit, etc. 
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CZECHOSLOVAKIA 


ECONOMIC PERFORMANCE OF AGRICULTURE IN 1982 ASSESSED 


Prague SVET HOSPODARSTVI in Czech 30 Mar 83 pp 1, 2 


[Article by Bozena Kuklova: "Results in the Agricultural and Food Branches") 





[Text] Results in agriculture during 1982 were generally 
favorable, even though planned requirements were not 
fully met. While gross agricultural production of the 
organizations under the Federal Ministry of Agriculture 
rose over 198! by 2.1 percent, overall results were 2.2 
percent short of plan. Following a poor harvest in 1981, 
we managed to raise plant production (notably grain by 
9.2 percent), nonetheless, the uwiderfulfillment of the 
plan by 6.6 percent represents an important item in 

the overall shortfall in planned gross agricultural 
production. Sugar beet yields were significantly higher 
(17.8 percent), exceeding the plan by 5.3 percent. 
Production improved in vegetables and especially fruits, 
while the potato and rape harvest was lower. 


In animal production, deliveries for state purchase were met (except for a 
small shortfall in milk of 0.2 percent), thus ensuring the planned reduction 
in gross animal production as against last year (pork breeding was 
significantly limited). In addition, the standing disproportion between 
plant and animal production was moderated. 


Gross food industry production for 1982 was 1.8 percent higher than the 
plan but 2.6 percent lower than 1981 as a result of lower deliveries of 
agircultural raw materials, especially for the meat, fowl and alcohol- 


distilling industries. 


Results of economic agricultural and food organizations in the fiscal 
sphere were also favorable. Planned performance for the branch as a whole 
was surpassed by 1.5 percent and, with the addition of special revenues, 
by 2 percent. While overall outlays were also exceeded, but by less in 
relative terms (1.4 percent), the overall gain in the amount of Kes 17.2 
billion, is Kes 2.0 billion, i.e., 13.1 percent above the planned level. 














ihe best economic results were achieved by organizations of the agri- 
cultural sector, whose profit amounting to Kcs 11.6 billion is 16.2 percent 
higher than called for in the plan. These organizations fulfilled the 
performance plan, inciuding special revenues, by 103.2 percent, exc ceded 
planned outlays by 2.1 percent, of which material outlays by 2./ percent. 
Nonfulfillment of planned gross agricultural production in these organiza- 
tions was tiscally compensated for by better marketing prices (through 
better quality especially im sugar beets) and coverage of losses sustained 
in production (from state insurance and funds for compensation of 


uninsurable losses in plant production). 


Flanned profits were also exceeded in organizations of the food industry ‘7.0 
percent) and agricultural supply and purchases (8.3 percent). Adjusted 
planned performance in the food industry was surpassed 4.4 percent. 


Despite better overall fiscal ersults, certain agriculturai organizations 
registered higher dispersion of economic results in the amount of ¥cs 442 
miliiou. This sicuation occurred in 122 JZL {unified agricultural 
cooperatives} and 6 state farms. 


In comparison with fiscal results in 1982, overall branch performance in 
1982, including special revenues, was higher by 11.3 percent and outlays 

by 10.1 percent. These high indices of growth are partially a refiection of 
a material rise in production, but largely due to higher prices ci both 
input (material outlays) and output (profits on achieved production ind 
subsidies). New economic instruments have become effecrive in 1982 and ar. 
adjustment of wholesale prices was carried out. 


Changes in prices have generally contributed to strengthening the revenue 
situation in the organizations, as well as profits in the branch as a 
whole, which were higher than in 1981 by Kcs 4.2 billion, i.e., 32.1 
percent. The level of profits also rose, albeit more slowly, by 19.8 
percent, and profit per Kes 100 of investment was Kcs 6.59. 


Profitability development differs with individual groups of organizations. 
While organizations of the food industry registered moderately higher profit 
margins in overall volume (index 82/81 is 101.1), their measure of profit- 
ability fell from 4.88 percent in 1981 to 4.2 percent in 1982. In 
agricultural supply and purchases, both indicators are worse, i.e., profit 
lower by 28.1 percent and measure of profitability dropped from 5.73 

to 4.31 percent. 


. 


‘he aew economic instruments brought about a significant improvement in the 
performance of primary agricultural production. Profits of agricultural 
organizations were higher than in 1981 by Kcs 4.5 billion, i.e., 62.3 
percent, the measure of profitability rose from 5.94 to 9.0 percent, of 
which cooperatives 9.1 percent and state farms 5.0 percent. Differences 

in economic results among organizations were also less pronounced and none 
of the JZD suffered losses. 








The overall profit volume was at a level last achieved in 1974 when outlays 
were, of course, significantly lower. In that year the measure of profit- 
ability for the branch as a whole was 9.9 percent, making its current level 
lower by one-third. This factor also currently limits expanded reproduction 
of production funds. 


In the area of currency funding, the situation is generally stabilized in 
that the considerable annual increment in supplies of Kcs 10.6 billion or 
8.6 percent for the branch as a whole, was fully covered by the organiza- 
tions’ own resources. The currency share of operational credits generally 
remains at 33 percent. In long-term perspective, however, it is quite 
different in the individual groups of organizations. In the food industry 
(according to data of 31 December 1982) operational funds cover 46 percent 
of currency means; in agricultural supply and purchases, 70 percent; in 
agriculture proper, 24 percent of currency means. Considerable differences 
among individual groups of agricultural organizations are also found in 
credit participation. During the recent period, credits have stagnated in 
state farms and in 1982 actually dropped in absolute terms. Their share in 
currency means as of 31 December 1982 was 30 percent. In cooperative 
organizations where credit indebtedness has risen sharply in recent years, 
the share of operational credits in currency means is still the lowest at 
20 percent. In centrally managed state agricultural organizations, the 
share in credits has risen to 35 percent and in services organizations to 
32 percent. 


The organizations’ own resources are oriented on a priority basis toward 
financing capital investment construction, while credit participation has 
in re-ent years been rising only moderately. In 1982, the branch as a 
whole covered 25 percent of work performed and deliveries for investment 
construction. In this sphere, the differences among individual groups of 
organizations are not as pronounced as in operations. Relatively speaking, 
in 1982 the largest amount of investment credit was ¢crawn by organizations 
of the food industry, i.e., 32 percent of utilized sources of financing, 
while in cooperative organizations credits amounted to 25 percent and in 
state agricultural organizations and ZZN [agricultural supply and 
procurement] it reached 21 percent. 


Fiscal results in the agricultural and food organizations in 1982 and the 
overall financial situation in these organizations, offer favorable 
prerequisites for the fulfillment of the tasks for 1983. 


9496 
CSO: 2400/252 
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CZECHOSLOVAKIA 


SHORTCOMINGS IN ELECTRONICS FOR MACHINE TOOLS DISCUSSED BY PANEL 


Prague HOSPODARSKE NOVINY in Czech 15 Apr 83 pp 8-9 


{Interview with Eng Karel Albrecht, head of the Automation Department in the 
general management of the Machinery Technology Plants; Eng Jindrich Hlubocky, 
deputy director for development in the Tesla Kolin concern enterprise; Eng 
Josef Jarabica, Technological Development Sector of the Federal Ministry of 
the Electrotechnical Industry; Eng Pravdomil Lang, head of the Developmental 
Department in the Research Institute for Automation Resources; Eng Dimitrij 
Lauermann, Production Sector of the Federal Ministry of Electrotechnical 
Industry; Eng Karel Pohl, deputy manager for technology in the Machinery 
Technology Plants Varnsdorf Machine Tool Production Plant, and Eng Jaromir 
Zeleny, CSc, head of machine tool research in che Research Institute for 
Machine Tools and Machining, by Miroslav Kana and Zdenek Skoda: "Can We 
Handle Application of Electronics?"; date and place not given] 


{Text] When users talk about electronization of the 
national economy, they often say we need this or that, 
but it ts not supplied by manufacturers of electronic 
equipment. However, the blame is not just with manufac- 
turers of parts who are only too easily made the scapegoats 
for all misfortunes. A share of blame for the status quo 
accrues also to users, who quite often try to hold 
responsible everybody else but themselves, even though it 
is they with whom electronization of their production 

and products must start, including electronization of 

the electronics industry, that is effective use of 
materials in the form of subcontracts for electronics. 
When electronization of the national economy is discussed 
by producers of electronic equipment, the situation is 
often the same--a multitude of words about what they 
lack, what they could use, what they cannot get from 
others. True, there are practical users who have for a 
long time not been able to envision their future without 
systematic preparation of electronization. (By the 

way, how come that they have what they need? Probably 
due to their own initiative.) Nevertheless, the impres- 
sion of the carefree approach or, better yet, reiying 
that someone up there will straighten things out, is 











entirely too strong. Thus, through a confrontation of 
interests from several workplaces--not just producers 

and not just users--we attempted to arrive at a consensus 
of opinion as to what must be done first. As this can 

be expected to occur in places that constitute the front 
line, we looked for partners in a sector where the use 

of electronics and its expected effects are the most 
characteristic feature. 


We wanted those who will have to start playing first 

fiddle as soon as possible to express what is needed 

to improve our export situation if that is at all 

possible in a brief, informal panel discussion. A session 
without formalities and guarantees for every single word 
spoken, as we have found out on several occasions, tends 

to loosen tongues to the point of uncomfortable candidness, 
but it brings people together. 


Self-conf idence 


[Question] Can our machine tools and forming machines compete from the 
functional viewpoint, as regards electronic equipment, reliability and 
service, in confrontation on the world's markets? 


[Albrecht] According to the results achieved to date it can be said that 
mechanically they are at a level comparable to top products. Many of them 
are in the top-quality bracket. Nevertheless, we are experiencing marketing 
difficulties in nonsocialist countries when the machinery is equipped with 
electronic control systems and electric accessories of domestic production. 


[Hlubocky] In my opinion, thecomputerized numerical control systems will 
prove to be viable, in price as well. For example, calculations for the 

NS 570 system come out to approximately Kcs 230,000 to 240,000. That is a 
relatively low price. In the indicator of foreign-currency valorization of 
costs, consideration is given only to valorization of costs in the case of 

a final producer. Whatever we buy in parts then fails to show up in foreign- 


currency valorization. 


I dare say that in the case of routine products we attain a reliability 
level comparable to that of foreign products. This has been verified at 
several workplaces where machinery equipped with Siemens and domestic 
systems work side by side and customers have been objectively document ing 


their identical reliability. 


[Question] Could you, C. Albrecht, point out in closer detail what 
constitutes the specific causes of difficulties? 


[Albrecht] Let's start with what we can do little about: the potential 
customer may already have in operation a system of a different provenance. 
But mainly with what we can do something about: a foreign supplier arranges 
for repairs within 24 hours. It takes us a whole week at best. 
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{Hlubocky} Providing of servicing abroad comes under Strojimport. That is 
outside the jurisdiction of theproducer, for that he has neither the 
prerequisitts nor the resources. the most time is taken up by getting the 
repairman to the spot. 


{Albrecht} Our machinery equipped with numerical controls is also produced 
at a high cost, a substantial part of which is constituted by subcontracts 
for electronic systems. That makes it difficult to make offers at an 
attractive price. 


{[Lauermann] We are aware of these sore spots and are trying to improve the 
situation. For instance, we envision increasing the number of programmers 
and maintenance and servicing personnel in order to improve the efficiency 
of operations and, thus, also of foreign trade. Offering of service and 
software is a strong selling argument. 


[Question] We read that a certain tropical-fruit importer in Hamburg 
selected the Nixdorf computer mainly because it oftered complete software 
package which made it possible to make the entire system operational in 

4 months. Besides, generation of software poses no demand on materials. 


[Zeleny] While the entire world is today introducing machine tcol centers 
on a large scale to promote high labor productivity, the share of this 
machinery in our country is still low. The commencing development also 
otfers for the time being no justification for expecting a radical change 
in the near future. Its economic roots are tied in witn the possibilities 
of our electrotechnical industry and not just electronics. We still need 
many additional structural elements to come up with a modern production 
machine. These include miniaturized high-voltage parts, handling systems, 
sensors and metering equipment to provide for automated operation of a 
given technological unit. This is another cause of difficulties. 


[Question] We saw an analysis prepared by the Research Institute of 
Engineering Technology and Economy, according to which 55 percent of 
machinery exports pose an above-average demand on ferrous metals and 
difficulties are encountered in some cases to at least recover the overall 
expended costs. That clearly shows that our production often contains a 
lower share of labor value added and, thus, also of electronics. 


{Zeleny] Effectiveness of foreign trade measured by a differential 
indicator as the ratio of prices quoted as "all charges paid" to the whole- 
sale price has been considerabiy decreasing in our sector with the share 

of control technology. The same applies to machinery destined for use 
within the country. Thus, users still prefer simpler machinery and 
exporters object that the market still accepts machinery with a lower level 


of automation. 


[Pohl] That is contrary to our experience. Sales of manually operated 
horizontai boring and milling machines to advanced capitaiist countries 
have lately become almost impossibie, but numerically controiled machines 
WHN 9B and WHN 13A/B can be sold. But only if equipped with electric 
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components which we procure either on the basis of a temporary import 
admijision or through our foreign-currency regulations. In our opinion, 
the k-y obstacle is inflexible servicing. If we can use control systems 
of foreign origin in final assembly of our machinery and sell them, it 
says something about its technical level. Yet, our goal cannot be 
exportation of mainly metal--even though of good workmanship--and let 
others scoop off the economic cream. Designing of the NS 260 system was 
relativeiy expedient, and it could resolve some of our worries. 


For the most part, we deal with partial, depar »:.»tal or sectorial 
effectiveness, as we are forced to by, e.g., da export quotas. That 
fails to reflect their societal effectiveness. Parts can produce differing 
effects, but their sum should produce overall an active surplus. 


[Hlubocky] We are living in specific economic conditions and, thus, cannot 
expect to achieve low prices overnight. Even the worldwide decrease in 
prices of control systems has shown gradual progress. As long as the 
current methodology of pricing applies to enterprises supplying electronic 
equipment, we will have to become reconciled with the fact that price 
decreases will be slow in coming. Consideration could possibly be given 
to providing some form of help during introduction of new products, be it 
in the form of lower profits or lower depreciation in the initial years. 
Then serial production increases, production costs go down and the new 
products become lucrative. We know examples of this practice from abroad, 
e.g., from the GDR. i think that the GDR is today reaping what it 
invested into its electronic industry some 8-10 years ago. 


Tesla Kolin also provides today improved systems at lower prices than 
charged for systems of the previous generation, and another price modifi- 
cation should occur in the course of the year. Thus, we are witnessing in 
our country a recurrence of the worldwide development--regrettably with a 
lag in time. Even so, we will eventually come up with prices comparable 
with the worldwide level and features of programmable automated machinery 
that will bear comparison with the average worldwide level. In some 

cases they are demonstrably above-average even today. 


It stands to reason that there are foreign producers who have mastered the 
scale of these systems better than we did. But here the time lag, in 
my opinion, is the least, some 3-4 years, while in other areas it is some- 


what longer. 


Sober Assessment 


[Question] C. Pohl mentioned the NS 260 system. Can you elaborate, C. 
Hlubocky, on that information in comparison to customer preferences? 
Particularly as to time. 


[Hlubocky] The verification series could reach the market in a year and 
a half. 
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iQuestion] Will thar not be too late? And, mainly, will there be any 


demand tor these sytems among foreign customers? 


i\Hlubocky| That is an objectively short term. Customer interest cannot be 
guaranteed, but this little system was Selectea after consultations with the 
Research Institute for Machine Tools and Machining as well as with customers, 
so, in my opinion, sales can be expected to be successful. 


[Albrecht] Technical level per se is not the only constituent of the 
export compatibility of our final products; nor even is price. I have 
already mentioned servicing. We know that our customers abroad weigh 
carefully how much to invest and into what. We should meet their needs. 

we did not manage to establish ourselves in a position allowing us to tell 
them to take it or leave it. To meet those needs we might even have to use 
toreign systems. While that will not bring us any foreizn currency for 
contro! systems, it will still enable us to at least make the mechanical 
part of the machinery count. 


i\Question) Only, we agreed that this does not represent the cream off the 
top from trading with foreign countries. [Frgo: Can it be envisioned that 
we wil! maximize foreign-currency earnings by labor value added in the 
electronic part? 

[Albrecnt}] I also kept thinking for many vears thet we could sa2 headcwa: 
in nonsocialist countries if we manage to come up with a new genera’ ion 

of control technology with features comparable to those of foreign maxes. 
Today i can see that our best bet will probably be markets of developing 
countries where they are not oriented to specific systems as yet. 


[Pohl] The effect from exports depends on our costs. In the case of the 
WNH 13B machine, as long as it is equipped with our system, let us say the 
NS 670 with programmable automated controls to include the metering systen, 
5 independent variable speed motors for feed and the requisite electrical 
accessories, the electrical equipment will account for 60 to 70 percent of 
the price. That, it must be admitted, speaks in favor of electronics, but 
it represents a horrendous increase in marketing price. Here the exporter 
must also be provided with some co=mercial margin. ie knows the level of 
prices abroad and adjusts according to it the price limit at the time we 
are negotiating development of a new machine. And since we must also 
create the economic prerequisites for the existence of the enterprise, there 
can be little wonder that we do not particularly care for highly expensive 
electronic parts. And that further affects the level of automation. We 
ire under pressure by Strojimport to develop less automated machinery. The 
reason being that the latter bear comparison not only in technical level, 
but also in prices of simpler competing machinery. We cannot absorb price 
increases caused by Czechoslovak electronics. 


[Question] The world economy is stagnating, even though Western economists 
talk of a flash in the pan. What is of importance to us is the tact that 

each need in history has always produced an advance in technological progress. 
It will spur our competitors to speed up their efforts and it should spur 

us as well. So: How well are we ready to compete with whatever others 


will come up with before long? 
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[|Jarabica}] At the present time, a new generation of control systems is 
reaching the production stage and future development has been incorporated 
into the new state task as of 1 July 1982. It will involve modular systems 
with the most modern elements of the contemporary microelectronic base. 
They will have a wide scope of applications and for that reason the task 
bears the title Microelectronic Control Systems for Production Machinery. 
Other goals are oriented toward a new generation of lectric drives, 
distribution systems and electronic controls for power components of 
machinery. Another basic complementary element for final assembly are 

new types of metering systems. At the same time, preparations are going 

on for an overall innovative concept of machine tools and forming machines 
with participation by the electrotechnical industry, foreign trade, the 
Ministry of Metallurgy and Yeavy Engineering and several other institutions. 


[Question] Now, that is finally what we wanted to hear, about those several 
others who are not present. 


{Lang}! It really would not be right to leave all the worries to the sector 
of electrotechnical engineering alone. Considering electronics to be just 
some kind of appendage is a mistake. It must become an integral part of 
the machine trom its very concept. On the other hand, electronics 
specialists bear a truly heavy responsibility when parts integratec into 
modern machinery are 5-6 years older than those used abroad. New systems 
in the currently progressing state task deal with parts whose technical 
level dates back to 1980-1981. In 1985-1986 when those systems go into 
production, they will be obsolescent by 3-4 years, if everything goes well. 
In addition to electronic parts, there are the so-called structural 
accessories, based on chemical and metallurgical materials. Those sectors 
still did not manage to grasp the significance of light-weight but high- 
quality materials that would even for them provide an economic substitution 
for huge volumes. 


{Jarabica] The elaborate concept of electronics does not determine 
tasks only for our sector, but for others as well. 


[Hlubocky] The wide scale of demands voiced by domestic customers is to 
be met by the modular concept of the developed systems. Of course, the 
ideal would be to get custommade deliveries. But the question we have to 
ask is: "Is it realistic? That is the basis for our conviction that the 
customer must be capable of creating with our help applications on the 
basis of modular systems. That will not do away with problems of eiectro- 
technical engineers, but will take care of itself. No matter what, the 
ranks of designers will have to include specialists in electronic parts 

of their products. This was grasped by the CPCZ Regional Committee of 
Norchern Moravia. It requires that all enterprises set up so-called 
electronic laboratories. The MMS 800 modular system will be going into 
production in the current year and we already have users who are following 
it up with their own developments, such as the Kovoscit Plant in Sezimovo 
Usti. I have also to point out that in Tesla Kolin we not only did not 
increase the number of developmental personnel, but we also lost develop- 
mental capacities in the A.S. Popov Research Institute of Communications 
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Technology in Elstroj and in the Research Institute for Machine Tools and 
Machining which also provided cooperation for our enterprise. That is a 
detrimental development, particularily in the long-term outlook. In this 
situation we cannot but limit our goals to directions which provide hope 
for the maximum effecc for both enterprises and the national economy. 


Converging of Interests 


[Lang] I am also of the opinion that w2 will not be able to do without the 
help of the research and developmental base of enterprises in the sector 

of general engineering. Wwe are capable of coming up within an acceptably 
iong period with three to four variants of control systems for the most 
widely usec machine tools, but it will be necessary that the software 

for machines produced in smaller series be gener2ted in cooperation with 
personnel of the Machining Technology Plants corcern. 

[Zeleny! As coordinator of the Flexible Production Systems state task I 
was overseeing in the past & years developmental anc res-arch efiorts in 
control techrology for machine tools. Development of computerized 
numerical control systems was launched on about five types in 1974. To 
these were later added 15 others. There is one experience I drew from 
this: Once a produce is completed in the electrotechnicai industry, we 
still must do all the adaptations for application. Research on the NS 73° 
Nuris system in 1980 was launched. Development -f its functional! sample 
is continuing now and, let us say, by i965 elli have at our disposal 
several prototypes with basic software. This systema will be worked out 
for other types of machines some time just prior to 1990. Conclusion: 
This cycle lasts 8 to 10 years! 


[Question] Will that mean at least that use could be made of the latest 
component s? 


[Zeleny] When research is launched, it is not usuaily possible to procure 
the most modern prats, but only those that are or soon will become available. 
That makes it obsolescent by 3 to 4 years as compared to a situation when 
developmental personnel are afforded the possibility of using the most 
modern elements right from the start. Let me address a few words to the 
electrotechnical industry: ! would very much like to share your optimism 

in regards to acceleration. However, the machine tool exposition in Hannover 
in 1981 and the world exposition in Chicago in September of 1982 and in 
Nsaka in October of 1982 showed that orientation of improvements is 

shifting into the area of software. Systems are reverting with their 
nardware to all-purpose concepts. at the same time, at expositions we see 
ymly the tip of the iceberg, where a tremendous amount of effort goes into 
programming of memories. When you say that you will provide us with a 
modular system, but that we have to generate the software mostly on our 

own, you are just leaving the submerged part of the iceberg to us. 
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[Question] The gauntlet flung at the electrotechnical industry was picked 
up by the representative of machine tool manufacturers. But we would still 
like to know what Eng Albrecht thinks about the possibility of participation 
in the developaent of control systems. 


[Albrecht] What was just said by Eng Zeleny is nothing but the trurh. 
Applicable modular systems come into consideration for less demanding 
machinery--profile bending rolls, automatic lathes, copy milling machines. 
We envision coming up with our own problem-solving capacities. For 
instance, in the current year reinforcing of such capacities is envisioned 
in the Research Institute for Machine Tools and Machining in Kovosvit 
Sezimovo Usti and the Machine Tool Production Plants in Olomouc, Celakovice 
and Kurim. However, this approach cannot be applied to top-performance 
and highly productive numerically controlled machinery. Software of such 
complexity cannot be generated by the user himself. 


This cannot be accomplished by just having the product developer devise the 
concept and turn over detailed technical specifications to the producer of 
electrotechnical systems. We all know that many things look good on paper 
and that only in actual application various conceptions must be corrected. 


[Question] For several times already was voiced the demand: "We aust 
receive help from you, the users.” We know that there is a shortage of 
programmers. Who has the best prerequisites for eliminating it? Secondly: 
Do users know what electronics specialists are getting ready and vice versa?’ 
Development could possible be shortened by parallel efforts. 


[Pohl] We understandably keep in touch with Tesla Kolin and the Industrial 
Automation Plants in Kosire. In the case ef NS 260 things went relatively 
fast. AS regards the NS 570 or 670, we have been waiting for their 
development practically for 10 years and my apprehensions that the hardware 
part was mastered by Tesla Kolin a long time ago, but that their capacity 
for software was very limited, proved justified. We, the users who are 
expecting the NS 670 system for the WHN 13B have some misgivings that we 
might get the system even later than was agreed, because it will have no 
program. The thesis about the advantages of specialization also probably 
applies to software, otherwise, before you know it, every enterprise would 
become a producer of everything that is in short supply. 


Even an automated system purchased abroad must be programmed for the given 
functions by the machinery producer. But still, it is hard to accept the 
notion that the entire electronic part be dealt with by the producer of 


mechanical systems. 


[Jarabica] To make things clear, we are not attempting to retard the 
mechanical part of machine tool development. Electronics is essentially 
a supporting element for the mechanical concept. But our solution is to 
provide means of automation with a wide scope of applications. The 
application variants will then have to be set up by each user according 
to his own specific requirements. 
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[Question} Did we understand correctly that the concept of machinery is 
developed by general engineering and its “EH! [economic production units]? 
t cooperate in 


~~. -r 


Is it so that you, the electrotechnical specialists, cann 
developing the concept of these machines because you do not know what 
type of machining will be involved? Do you require, simply put--exact 
contract specifications? 


[Hlubocky}] That is not enough. In my own experience, we were once 
leveloping exactly according to contract specifications. But the result 

was not the real thing. Initial specifications cannot encompass the scope 
of problems tnat will be encountered by the developer. It is best when 

the machine builder knows cnough about electronics and the electronic 
specialist about machine building. For that reason, contract specifications 
should be developed in close cooperation and a flexible approach should 

be found for introduction of viable changes ever in th2 course of develop- 
ment. Best of all is when the same people cooperate from start to finish. 


ihet brings us to overlapping of stages, which means faiiure to adhere to the 
prescribed guidelines, a risk. But that is the only way to shorten dad- 
lines. It became possible to develop new products in 3-year cycles. 
Nevertheless, in comparison with the worldwide standard, even those sre not 


sufficiently short. 


‘OQuestion] In this way you came up with a problem and did? not propose a 


olution. 
[Hlubocky] The risk aust be taken. 
[Question] And programs? 


{Hlubocky] I must differentiate, on the one hand, between a systemic 
program which is an integral part of operation of a given type of machine, 
e.g., a milling cutter. And, further, a subprogram, i.e., program for a 
specific component. That, without any doubt, is a matter to be dealt with 
by the customer, his programmer. 


There are areas in which our capacities are inadequate even in know-ow. 
Then there is need for cooperation--already mentioned were the Research 
Institute for Machine Tools and Machining, Kovosvit; I am adding the 
Research Institute for Forming Machinery in Brno. 


[Question] In November, newsmen were toid by personnel of Tesla Roznov 
about their problems in cooperation with users. Do you think that machine 
builders have enough people capable of holding a meaningful dialogue? In 
numbers and in qualifications? 


|Lang] I do not think that there is such a thing as an all-round programmer. 
Someone who used to rurn out programs for, e.g., statistical computations, 
must first familiarize himself with the problems attendant to machining to 
become capable of solid programming in that area. And that takes severa! 
years. As regards technicians in the hardware area, users co not have any 


excess of them either, particularly if they are to work with the nso 


modern components. 








‘a? Oo - aha t . when 


[Question] We think it advisable to start discussing specific management 
actions for speeding up development and implementation of its results. Whose 
job is it? 


[Albrecht]! There is constant talk of time discrepancies, making up for 
shortfalls, etc. The P 15-124 060 state task is now winding down in its 
cross-sectional and conceptual phase. But there is no new systemic task. 
Such a task should be prepared by the sector of general engineering to 
prevent another shortfall from starging. New development must commence 
immeciately while work on the preceding task still goes on. That is by no 
means an unusual requirement. And that, of course, should include 
providing of material resources, the latest components, measuring devices 
and developmental systems. I think that the best return on foreign 
currency investments is obtained when they are granted for providing for 
the development of viable products that hold a promise for the future. 


[Question] We hate to interrupt, but we would like a more specific answer. 


[Albrecht] We have fairly good idea of what should be done. First of all, 
it is legislature, methodologies, regulations, indicators. We do have 

many of them, but they are not interlinked to the point of actually forming 
a system of prerequisites for development, mainly to provide for timely 
inputs and short deadlines for completion, not just verbal calls for 
acceleration. I hold that this is a matter for the State Planning Commission 
and the FMTIR [Federal Ministry of Technical and Investment Development}. 
Sectorial departments are more or less intermediaries. 


Prior to start of development there aust be an approved price limit. 
Negotiations with the Federal Price Bureau sometimes drag out for a full 
year. The same difficulties are encountered in establishment of develop- 
mental tasks. All of them have their own, regrettably complicated, 
methodology which stretches deadlines even prior to the start of develop- 
ment. Methodologies are worked out by the FMTIR. It happened that tasks 

of technical development became jeopardized only because the sinistry keeps 
records of technical development by computer and did not know how to transfer 
the task into the computer. But then we are confusing the purpose with the 
means. Everything cannot simply be squeezed into neat little columns. 


It is further a matter of problem-solving capacities and their resources. 
Somebody must act as an arbiter deciding where the available means are to 
be applied. Such as: You are given certain means at your disposal and 

we require these outputs in return. In physical units, not in value, to 
prevent distortion due to price govements. But things just are not done 


this way as yet. 


Then there is the area of social security. Motivation--housing. That too 
must be solved ahead of tine. 
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[Question] We agree on this poinc. But it is not specifically in the area 
of remuneration, social recognition, housing, that something could be done 
>y enterprises or VHJ? For instance, what could IST [Engineering 
Technology Plants] accomplish without waiting? 


[Albrecht] The TST concern obviously has some means at its disposal, even 
though, specifically in Prague, it is not allocated any housing. As regards 
financial remuneration, it is possible to pay individual salaries. Our 
concern established the basic prerequisites for giving preferential 
financial treatment to designers. The FMPSV [Federal Ministry of Labor 

and Social Affairs] issued for special compensations funds a methodology 
that goes into the finest details which tend to cause difficulties during 
audits. In addition, the manager must hold on to money from the special 
compensations fund for key personnel. 


[Question] We were not thinking of special compensations but, rather, 
project-completion bonuses. Besides, designers may be considered ke, 
personnel. it is hard to imagine that someone will come and say: dere 
is some extra housing or goney for designers. 


{Albrecht} Project-completion bonuses can be allvu‘ated in enterprises for 
the time being within the generated wage funds, bu. not at general canagement. 


[Hluboc«y|} An enterprise has a certain amount of lxeway for giving 
preferential treatment to developers or other personne! in whom it ‘us 
interest, but it cannot exceed the planned average earnings in relation to 
the achieved value added. And that is a hard indicator. Go into an 
enterprise and see for yourself how realistic it is to push through higher 
wages for developers when the plant's planned wage increases for the year 
are, let us say, 0.2 percent. 


[Question] Why should it not be realistic? If 0.2 percent is so little, 
that is one of the reasons that they be used specifically to provide an 
incentive for designers who can make it possible for the enterprise to 
increase its earnings to the point that the wages of all others can be 


increased. 


{Hlubocky] Motivation through earnings is one approach. I see bigger 
opportunities elsewhere. Take availability of instrumentation. We lack 
many of them. The same goes for parts. None of them is of key importance 
by itself, but their sum is of key importance, beginning with a push button 
and ending with a graphic display unit. In the organizational sphere, the 
problem is constituted by the fact that means ore tied to specific tasks and 
not to the capability of performing deveiopmental work in general. Then, 
to a certain extent, it is also the question of simplified planning and 
tying tasks to material indicators. In other words, it is hard to put the 
specific economic contribution of individual tasks into figures. Look at 
the practical aspect of it. In my opinion, effectiveness of development 
has only one criterion that can be influential and that is whether there is 
a capacity for adequately fast innovation. The cost expended on the task 











may be great, the effect in production can be small, but the task still 

can be highly effective for the national economy. Examples can be found 

in instrumentation technology, as demonstrated recently in HN by Academician 
Armin Delong. 


Finally, take the area of social recognition. We demand from designers that 
products have features guaranteeing a good market, but look at what we give 
them by way of backup, how many times did we send them to expositions 
abroad. Direct contact with competing products is a necessity but we have 
no possibility to arrange it. 


[Lang] I can confirm that the same applies also to our institute, both in 
regard to the possibilities of getting to see worldwide development and in 
regard to the elements that are indispensable even at the start of 
development. 


[Question] We constantly have to ask how it could be arranged. Lez vs hear 
at least some proposals. 


{[Jarabica] The shortcomings that were described here to probably exist. 

But they are being dealt with. Of course, it involves scaling the same 
obstacles that we encountered here--foreign-currency coverage, etc. The 
basic measure is represented by reduction in prices of control systems by 

33 percent inplemented as of 1 January 1983. That means that the index 

of change in the wholesale price of 1983 to 1982 is 0.677. And these 
modifications do not even include the revaluation of parts that also applies 
as of 1 January 1983. It will not affect final products until 1984. 


[Question] Do you think that this will change price relations to the point 
that machine tools with domestic systems would be capable to competing 
also in prices? 


[Zeleny] We are grateful for the reduction in prices, but it does not solve 
everything. For instance, our EPROM memory costs much more than if procured 
from abroad. We will be continually forced to establish cooperation with 
foreign producers of control systems, particularly to promote exports of 
our machinery, with all the disadvantages this poses. But the point for 

us is to maintain the position of our machine tools on the world's markets 
with a balanced utilitarian value and price. However, without high-quality 
and inexpensive electronic systems it is an absurd proposition. 


[Pohl] I also share this opinion. For example, in case of the WHN 13B 
machine the price of electric equipment amounts to 60-70 percent. if we 
manage to cut it down to even 50 percent, it will still be a .ot if we 
consider that in the case of foreign numerically controlled machinery 
electric equipment accounts for only 25 percent of the price. It might 
prove to be of benefit if we were invited to participate in competitive 
analyses of tasks for contemplated key subcontracts so that we could take 
a position on prices as soon as possible. But also on product features. 
The customer economizes even on floor space. A similar subject of common 
interest is providing of servicing. Only, system producres do not provide 
for servicing abroad. At the present stage of competition that is an 


impossibility. 


22 

















[Jarabica] Thirty percent is a sizable reduction. There wiil probably be 

a recurrence of cases in which the achieved price level will not bear 
comparison with the current world standard. But it represents the first 

step and we envision that these modifications will take palce at approximately 
2-year intervals, which gives us a hope for catching up by 1990. 


{Question} That is one concept, the concept of price development. How about 
some others, e.g., those defining more precisely which needs should be 
given preference in meeting them? 


[Jarabica] Our department wants to lend all its resources to supporting the 
efforts in solving the tasks of technological development of machine tools 
and forming machines. We want to set up new state tasks that are conceptual 
in nature, such as we know from preparation of the Automated Control of 
Machine Tools task. This task will most probably be coordinated by the 
general engineering sector. 


Further there is the concept for the means of aucomation. We endeavor to 
create and guarantee investment goals so that this sector can get all it 

needs, it being the sector shaping the profile of the base for improving 

the efficiency of machining production. 


[Question] All that has been said so far was oriented toward a single 
point: Is there some method by which to assess the impac: of indivicual 
measures and help to establish the sequence of relative inpertance oc! 
factors that affect marketability. Meaning, with a high level of 
effectiveness. 


[Lauermann] Economic research is in debt to us. This effectiveness can 

be precisely computed and measured in the area of automated systems for 
management of technological processes. The precision is much smaller in 
assessment of higher informational systems which we would also like to 
encompass. The existing economic indicators do not provide the possibility 
for expressing this effectiveness as precisely as we should in planning 
documentation when we are setting up new tasks. At the same time, such 
computations could be of help to our partners to help them realize how 
effective electronics is for the national economy and what they must do 


for it. 


(Zeleny] We also expect economic research to provide a guideline for 
motivation of efforts in exports. It isuvvives determination of the 
optimum share of the producer in the foreing-currency contribution in 
order to maximize the foreign-currency revenues of the state. Today we 
have no documentation for determining that optimum point through 


quantification. 


[Hlubocky] There is also the question of indirect imports. Control systems 
contained in exported machinery are not included in our export quota. That 
also cuts down on interest in subcontracts for production of control 


technology. 
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[Albrecht] There is a need for reassessment of economic viewpoints. Each 
technician must be at the same time an economist--and vice versa. That is 
the consensus of our remarks pointing out the need for cooperation as soon 
as possible prior to the commencement of the production stage. 


[Zeleny] First of all, we must keep in contact as creative people. it is 
Lo be regretted that only too often we find an obstacle in the upward 
direction which we can scale only with the help of higher levels of manage- 
ment. Without it we cannot deal with interdepartmental problems of our 


sectors expediently and efficiently. 


* 


The basic problem at stake is most probably the adaptability of our 
industry. Participants in the discussion were fully aware of the realistic 
possibilities which are more or less given--historical development of sectors, 
their resources, etc. It turns out that it is imperative to place require- 
ments on electronics on the basis of a much closer cooperation than has 

been the case, as it will promote electronic enhancement of systems the 

same as there already is technological enhancement of systems. In addition, 
the panel discussion also touched upon the topic of why the Tesla trademark 
does not have the same ring to it as do many others, why a customer does 

not say "I want a Tesla make." One component of good reputation of a 
trademark can be reliability of its products, a complete software package, 
but also the speed with which it provides servicing, which is not made any 
cheaper by delaying a technician's departure by a week and, moreover, 
adversely affects the good reputation of the trademark. Even such details 
should receive consideration in dealing with the complex problems of 
electronization. After all, the attribute of electronics is speed. 
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CZECHOSLOVAKIA 


DLSCUSSILON ON MEASURING ENTERPRISE WORTH CONTINUED 


Prague HOSPODARSKE NOVINY in Czech 8 Apr 83 p 5 


/Article by Eng Ladislav Rusmich, CSc: "Lack of Systemic Approach to Measuring 
Wy 


the Relative Achievements of Enterprises” 


/Text/ Working out a solution to the problems attendant 
to the concept of merit constitutes the most pressing 
task of economic theory. Any fundamental article dealing 
with this topic must be viewed as a welcome addition. 
This apnlies also to the contribution "The Goal is 
Known--A Search Is On for Criteria" (HN No 11/1983) by 
Docent Vladimir Kyzlinek, CSc. 


From the viewpoint of the complexity of the given problems, primarily deserving 
of appreciation is the author's requirement for ail tuture modifications of 

the system of collective and individual encouragement through tangible 
incentives to be based on a clearly defined goal-oriented solution. "Otherwise 
they will not be systemic and attainment of the ultimate goal cannot but be 
postponed," writes the author. He himself is trying to apply a systemic 
approach. He introduces his proposals into a direct linkage with planned 
development of socialist commodity and fiscal relations, particularly with 

the basic category of these relations--value (which he correctly perceives 

in its objective unity with international value) and price as its empirical 
form; he also comments on planning and some other elements of the economic 


mechanism. 


It stands to reason that working out of a goal-oriented system can be conceived 
of only in the form of a sort of model in which the elements worked out in 
closest detail would be those internal and external systemic links that would 
form "elements of a new mechanism,” i.e., differing from the mechanism 
operational at the present. Without such critical expression of changes in 

the existing mechanism in the form of a certain integrated viable concept or 
model that forms an internally interfaced "functioning” system, there is the 
same danger of pragmatism that attends preparation of practical measures 
without clarification of the goal-oriented solution. Not everything that is 


gval-oriented is systemic and vice versa. 
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A significant feature of pragmatism in economics whicr has recently become 

the subject of basic criticism is promotion of various local and sectorial 
approaches and interests as societal. Creation of illusions in regard to the 
functional viability of one or another instrument of management deemed to be 
of advantage to a sector and hiding of contradictions that are objectively 
contained in it can be cited as an example. The intent of a model approach 

is to apply a unifying theoretical concept and thus help social practice 

avoid some later mistakes and errors in management. Without such an approach, 
it is utterly impossible to assess the theoretical correctness of any proposal 
for modifying the instruments and methods of management. 

It is naturally impossible to describe any goal-oriented model in a briet 
article. However, some form of it must necessarily form the basis for 
formulation of any proposal and its logic must be adhered to. This the cited 
article regrettably did not quite manage to accomplish. While it contains a 
number of thought-provoking suggestions, it is not without its own systemic 
contradictions, 


According to the author, “the only criterion which assesses the relative 
accomplishment or organizations in meeting the tasks in improving efficiency 
and quality must be their carrying out of the plan." What kind of plan should 
it involve? The author savs that it should not be a plan worked out on the 
basis of an individual approach to assigning planned tasks to individual 
organizations which never disclose their real potential and always attempt to 
influence the planning organ in accordance with their own interests. The 
number of obligatorily prescribed indicators of such a plan should be 
considerably reduced. The basic indicator should be profit. 


To a reader not familiar with the systemic relationship of the proposed change 
occur questions such as: Is carrying out the plan really the only possible 
criterion for assessment of relative merit? Could there ever be a specifically 
targeted plan that would not be determined on an individual basis? Is net 
profit a better indicator for the plan than, let us say, value added? Can 

plan indicators ever play the role of criteria of economic effectiveness? 
Answers to these questions can be positive or negati:>2, but they must be 

based on principles and systemic unity, i.e., mutually interdependent and 
providing mutual justification if misgivings and contradictions in the proposed 


topics are to be eliminated. 


The author deems the price determined "on the basis of developments on the 
world market" to be the basic objective criterion for the activities of 
economic organizations. This thesis can be found in the Set of Measures ina 
more specific form as a task. However, price-setting in practice still fails 
to react to it in the appropriate manner. Why? In my opinion the reasons 
are systemic in the widest sense of the word. The Limitations can be put in 
the form o; questions: Is this thesis to apply to all production in general, 
which potentially can become an object of external exchange, or only to that 
S which is exported and imported? What role is to be plaved bv the foreign- 
exchange rate and the relevant instruments? Who will be responsible and how 
in differentiation of the rate of profit in prices for efficient management 
of khozraschet /cost accounting system/ units? What provisions will be made 
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for providing return on investment for economically ineffective but socially 
indispensable types of production? What will be some additional criteria for 
delineating the socially acceptable efficiency level in the behavior of 
khozraschet units, particularly the position of the customer in the economy 
and that of the consumer in society? 


Each of these problems generates, even on a model level, additional problems. 
All of them must not only be formulated, but they must also be answered. 
Otherwise any proposals regarding prices have a hollow ring and thev can be 
categorically rejected with relative ease, particulariy from the viewpoint of 
their potential for implementation, tangible consequences and some relationships 
that failed to be understood as to their comprehens.ive nature. In the area of 
prices, characterized by the width and complexity of interiinxage, each 
simpiification harbors in itself the danger of illusions underestimating the 
societa! potential for conflict and complexity of changes. Care must be 

taken in everv discussion to get away from this problem. 


tor example, the proposed transition to a system of so-callea criterial levies 
means in its consequences merely a substitution of production costs as a basis 
for calculation of prices by a new category of societal costs. The extent of 
such a systemic change is so great that it, e.g., spells a total restructuring 
of all quantitative value proportions in the national economy, starting with 
price relations and ending with the structure of sources tor financing invest- 
ments as well as operation of khozraschet units. 
Another example is wage control. The residual 
that profitability of products, sectors and productions will be differentiated; 
it can even be negative. That would have as its prerecuisite introduction of 
basic wages guaranteed by the state and at the same time would eliminate any 
manner of deriving the demand of the khozraschet unit on the volume of wages 
pavable on the basis of any indicator of production volume. For that reason, 
the author's proposal for modifying the standard for generation of wage funds 
by a rate related to profitability cannot have the nature of a goal-oriented 
solution. The same applies to his proposal for improving the system of 
incentives for earning foreign currency and several others. 


ture cf protit in prices means 





lf these proposals were to be regarded as temporary measures designed t: 
facilitate transition from the status quo to a prospective arrangement, it 
is much too early for them. They lack a targeted orientation, because other 
proposals representing goal-oriented solutions do not reflect for the tize 
being an internally consistent svstem fully subordinated to the goal-oriented 
function of efficiency and generating a strong interest in participants in 

the economic renewal process in innovative behavior and scientific and technical 
development, as dictated bv the objectives for transition from the extensive 


to the intensive form of economic development. 


Editor's Note: The author of this article held vosts in various central 
economic organizations and in the Czechoslovak State Bank. He is currently 
emploved in the Research Institute for the Fiscal and Credit System where he 
deals primarily with financial and monetary aspects of the economic mechanism. 
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CZECHOSLOVAKIA 


"PRAVDA’ INITIATES, INVITES DISCUSSION OF CONSUMER-SUPPLY PROBLEMS 


Bratislava PRAVDA in Slovak 8 Mar 83 p 3 


/PRAVDA interview with the SSR chief arbiter Milan Simovic, by editor Viera 
Sladeckova: "The Development of Supplier-Consumer Relations"; date and place 
not given; portions within slantlines in boldface/ 


/Text/ Last June the Presidium of the CPSL Central Committee 
and the SSR Government passed a decree and accepted measures 
for solving drawbacks and removing subjective reasons for 
failures in fulfilling tasks in the field of supplier- 
consumer relations. Those to implement the solutions are 
all-level executives of the economic management sphere. 
Approximately once a month PRAVDA will deal with these 
problems to let its readers see how the decree and measures 
passed by the government and the CPSL Central Committee 
Presidium were implemented in practice. To begin with, we 
are publishing an interview by our editor Viera Sladeckova 
with the chief arbiter of the SSR, the lecturer JUDr Milan 
Simovic, CSc, on how supplier-consumer relations have been 
developing after the mentioned decree was passed, from the 
point of view and findings of arbitration authorities. 


/Question/ How would you characterize briefly the development of supplier- 
consumer and contractual relations on the basis of solving arbitration suits 
in the second half of 1982 in comparison with that in the second half of 1981? 


/Answer/ It is evident from the findings gained by arbitration that there 
was no substantial improvement either in the level of organizing and managing 
of supplier-consumer relations (SCR), or in that of their establishment and 
implementation. Those levels have not even reached a degree worthy of the 
attention of the presidial party and government authorities, being inadequate 
to existing possibilities and assumptions. 


There are great difficulties in establishing SCR, especially in the field of 
material-technical supply and in the investment building industry. /However, 
there are signs incicating that controversies and litigations do not always 
result from a genuine lack of sources. Most often they are caused by 
deficiencies in the structure and assortment of materials resulting from the 
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unwillingness of suppliers to adjust the composition of their production to 
the needs of consumers. Nonetheless, the origin of these controversies is 
also caused bv consumers by their insufficient followup of the long-term 
development of resources. Consequently, they do not establish timely 
rationalization and Ctechnicai-organizationa] measures for reducing the 
consumption of materials, or for their replacement by other kinds which may 
be available and fit for production consumption. / 


The experience obtained by discussing arbitration Litigations allows us to 
state the following: a systematic repetition of the same controversies 
indicates that involved here are both /subjective causes in the practices of 
enterprises, and setbacks in the guiding and orranizational activities/ of the 
economic management executives. This fact is aiso contirmed by the growth of 
litigations on the agenda of the executives of economic arbitration in the 
SSR. While in i981 there were 28,000 applications for arbitration, in 1982 
their number amounted to over 35,000, which is a 20 percent growth. To be 
more specific, in the second half of 1982, while setrling arbitration disputes 
we came across controversies in conciuding suoplyv contrects for ensuring the 
economic tasks of 1983. Basically, the reasons for controversies can be 
classed in two categories. In the first, there are cases in which the SCR 
were dueliy discussed by both organizations, controversies were suppressed by 
superior authorities and contracts for preparirg supplies were concluded. 

Even so, in many cases the consumer organizations cid net heve ensured the 
supplies to be consumed in their production. This cireurstance wos aisc 
reflected in a relatively high number of disputes of tn.s kind in i382 (4,500). 
The second category consists of cases in which tne controversies in discussing 
the SCR were not removed by superior authorities. Due to this, the consumer 
organizations could not enforce the conclusion of contracts for supplies 
preparation, and as for the supply contracts, their conclusion could be 
claimed only on the basis of the long-term SCR. However, in these instances 
the supplv organizations often defended themselves by objecting that their 
planning, production and supply conditions had been changed, and that by 
accepting further pledges the fulfilling of other tasks would be endangered. 


/Question/ In the mentioned time range (including also the first months of 
this year), to what extent did there occur infringement of state discipline 
in arbitration disputes by not observing and not respecting the pertinent 
paragraphs of Notification No 48, covering material balancing and discussing 
the SCR in the planning process? 


/Answer/ From the aspect of jegal safeguarding of the plan tasks for 1983, 
there were occurrences in precontractual disputes in the last quarter of last 
vear, but also in the first quarter of this year; mainlv for the reason that 
organizations did not conclude discussion on the SCR. Thev were waiting for 
balance specifications. However, as a positive example I can mention, e.c., 
the policy of the Sigma municipal enterprise in Zavadka on Hron. The Sigma 
people began discussing the SCR for the 1983 supplies in good time, while in 
their SCR records (unless they were controversial) there were confirmations 
of involved parties of the fulfillment deadlines for individual sonths. The 
controversies originating from the SCR discussions were dulv presented to the 
managing authorities for final solution. The SCR discussed without controver- 


sies served as a basis for allotment cf supnrly limits to tndivicus! coneumers. 
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The reasons for the origin of precontractual disputes may be generalized as 
being the setbacks in establishing future SCR bases, and those in managing 
activities. Both of these reasons are unambiguously subjective. They arise 
mainly due to the fact that organizations do not discuss the SCR for products 
on which, according to Notification No 48/1980, Paragraph 4, of the Zbirka, 

a tandatory discussion is to be conducted. Thus the organization themselves 

do not ensure a legal basis for the conclusion of a supply preparation contract. 


When evaluating the cooperation of organizations, I would like to point out 
the experiences of arbitration executives from precontractual controversies. 
Mostly involved are repetitive long-term relations between the same suppliers 
and consumers. Consequently, the level of the SCR between them depends on 
their mutual cooperation aimed at generating conditions for long-term supplies. 
In this aspect, I see the greatest reserves in insufficient adherence to 
Notification No 48/1980 of the Zbirka (Paragraph 5), which assigns to the 
supplier /a duty to inform/ consumers about his intentions involving the 
development of production programs, about changes in supplying capacity; when 
needed, to consult such points with his principal consumers. /An example: 
when a new coking plant was being built in the Kosice VSZ /East Slovakia Iron 
Works/, the principal consujmers of this organization were not notified in 
good time that there would be available a new assortment--peak coke--which 
would partly replace the type of coke used up to that time. In their turn, 
the superior presidial authorities did not discuss in good time the applica- 
bility of pea coke for the internal market or for other consumers. In the 
resulting situation the BSZ supplier in Kosice was unable to meet the needs 

of consumers in the desired assortment of coke and, on the other hand, there 
was a surplus in the pea coke assortment. Such inconsistency also occurs in 
reverse cases, when it is known in advance that a production capacity will not 
be completed within a planned deadline (due to slides), however, in spite of 
this fact, products from this capacity are counted on in balances and their 
specifications. Another setback: in many cases neither suppliers nor their 
superior authorities discussed modification of the SCR and of supply preparation 
contracts immediately after the plan had been specified, and their objection 
about the failure of material safeguarding of production was r- ised too late, 
when the supply contracts were being concluded./ 


In legal regulations, there is a ban on Limiting the production or letting 
products out of the program without the approval of the consumer and the 
superior authority. Adherence to the legal process when limiting production 
gains in significance especially nowadays when some production programs are 
being subdued due to switching to a more perspective production, or to other, 
usually export, tasks. As an example, I can mention a dispute between Vazgonka 
in Poprad and Vihorlat in Snina. Supply of 92 cranes is involved here. 

Vagonka needs these cranes to complete its supply of repumping stations to the 
pipeline construction in the USSR. The economic management authorities did 
not, in the framework of the planning process, solve in due time how to ensure 
those supplies to the export investment units. Nor was it possible in an 
arbitration suit to solve the dispute in its entirety for the benefit of export 
tasks. Both of these organizations, though, belong to the same department of 
the FDderal Ministry of Metallurgy and Heavy Engineering, which is now speeding 
to solve the problem, prompted by the chief arbiter of the SSR. 
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Legal reyulations contain firmly anchored unambiguous proceedings determining 
the implementation of supplies. However, supplies are being implemented 
around then, e.g., by means of directive instructions of the economic superior 
authorities. At the same time, a decision has to be made about what to do with 


congractua!l pledges which nave been broken in such a wav. 


/Question/ From vour experience, what part of the mentioned notification is 
most frequently ignored in real iife, disclosing a low ievel of partners’ 
discipiine in the SCR, their formal, administratively bureaucratic approach 
and their failure to respect the interests and needs of the whole society? 


/Answer/ From the viewpoint of economic arbitration executives, not adhered 
to are mostiy those regulations of the 48/1980 Sbirka notification which modify 
roceeding in establishing the SCR, especiallv regulations of the first 
part (paragraphs 4-9), but also others (e.g., Paragraph 18 on sliding supplies, 
Paragraph 4/7 on planning acts, etc.). There are also cases when the minutes 

. ; 


meetings discussing the SCR are formal, not ceiving a true picture of the 


siuatiun in reaisity. Which means that the organizations’ discussion of the 
SCR are without controversies on the outside, but phony in reality. 


than aot, it nevative role is also plaved t intermediaries trvine to alleviate 
their duties. 

in organizations there persists /an insufficient knowleaze,; of leval and other 
ruies connected with the modification of plans, establisnment cf the SCR, 


their discussion and transformation into contractual re iitions. Many corsumers 
du not exact their claims in time and with consistency, due either to their 
iguworance or their /overcautious/ attitude toward the supplier. ‘Thus it is 
partly themselves who are guilty of letting setbacts persist in establishing 
the SCR. The authorities of economic management take -urt in these setbacks 

is well, namely by insufficiently managing and checking of the activities of 
organizations under their control, by not solving consistentiy and in tine 
concrete controversies or well-known actual problems which are presented./ 


/Question/ Since 1 January 1983, the amended Economic Code has been in 
operation. What do vou think is its most marked contribution to an improvement 
f the further development of contractual relations between economic organiza- 

tions’? That is to sav, naturally, assuming that responsible economic 


executives will duiv respect the code. 


/Answer, The contribution of the Economic Code amendment can be expected in 
many aspects. /First of all, it gives rise to legal quaiifications for ionger- 
term contractual relations in the field of suppiv and marketing./ Suppl. 
preparation contracts are supposed to play a more pronounced role, and 
organizations are to have broader possibilities for their legal enforcement. 
This should lead also to a rationalization of activities connected with the 
transformation of planning relations into contractual ones, and into 


establishin, the SCR. 


Ome of tie principies ot the set of measures is also to conclude at least 
several vears’ contracts for supply preparations, which strengthens the 
stability of the SCR. /The fact that in many cases the supplier-consumer 
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relations were discussed as far in advance as for 1984 and 1985 enables 
concluding and enforcing the supply preparation contracts for the remaining 

years of the Seventh 5-Year Plan. This is in line with the task assigned bv 

the SSR Government to the economic departments authorities by Decree No 202/1982, 
that is the task of putting through conclusion of supply preparation contracts 
for the period up to the end of the 5-vear plan./ 


The Economic Code amendment has introduced a qualitatively new conception into 
the way of concluding supply preparation contracts by generally aiso enabling 
economic management authorities to conclude such contracts. This has opened 

a possibility, especially for intermediary management authorities, to exert 
more active influence on establishing supplier-consumer and contractual 
relations in their own fields. 


A contribution from the aspect of socialist moral principles is /the regulation 
according to which organizations are not allowed to misuse their economic 
Status for gaining unjustified advantages, or to act in other ways against 

the interests of the society. Especially, they must not enforce inadequate 
conditions when concluding economic contracts, such as qualifying them by 
taking a pledge which is irrelevant to the required fulfillment of duties, or 
which belongs to the supplier’s own economic activity./ Since the Econo-i- 
Code amendment has become effective, that is, since 1 January 1983, there is 
the possibility for a consumer not only to claim the repeal of an unlawful 
condition, but also to make his supplier assume the risk of a considerable 
economic fine from the corresponding arbitration executive, had he acted 
antisocially. /More pronounced contributions are expected also from those 
amendment regulations which are aimed specificaily at the inevitable strengthening 
of discipline in the SCk./ 


It is expected, for example, that under the influence of the present Economic 
Code there will disappear such undesirable practice which often used to 
represent the attitude of suppliers in accepting orders just for “records,” 
and many a time leaving their consumer in incertitude whether his material 
supply would be ensured. Members of economic management should notice that 
the amendment of the code enables arbitration executives to impose an economic 
fine on an organization which keeps implementing supplies without conclusion 
of an economic contract in due time. Another specific modification for 
strengthening economic discipline involves the delivery of penalties to the 
state budget. Its aim is to remove the current practice of some enterprises 
often to skip a penalty without justification, on the basis of so-called "good 
relations.” At present, if it does not enforce a penalty, there is a risk for 
the consumer not only of failing to get it altogether, but, in addition, of 
having to deliver punitive damages to the state budget. A special part of the 
amendment covers the so-called slide supplies of products, etc. 





/A quite new and particular measure aimed at strengthening economic discinline, 
coacerning both the society and the contractual partners, is the establishment 
of economic fines. They can be imposed not only on organizations (syndicate 
enterprises, too), but also on general boards of management for their acts 
against the interests of the society./ These fines are strictly defined and 
specified in the Economic Code. 
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we welcome vou to write us about vour own experience with 


To our readers:/ 
solving problems in supplier-consumer relations, especially about wavs 
reasons for their setbacks. We will be happy to publish 
and in the most significant instances we will 
cooperating with the corresponding party and arbitration 


removing subjective 
your contributions, 
the PRAVDA brigades 
authorities. 


organize 
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CZECHOSLOVAKIA 


MORE CAREFUL CADRE SELECTION EMPHASIZED IN EDITORIAL 
Prague RUDE PRAVO in Czech 26 Mar 83 pl 
Editorial: "The Responsibility of Managers"/ 


SlexZ7 In implementation of the program put forth by the society, an impor- 
tant task and a great deal of responsibility is iaid on managers at all 
levels, or--to use a current colloquialism--on cadres. These are not only 
peopie entrusted with high party, state or social functions, their range is 
very wide. For example in the national economy the roster of cadres begins 
with foremen and shop supervisors, continuing all the way up to ministers. 


The preparation and selection of cadres is of utmost importance. A manager 
has to possess capabilities and knowledge corresponding to the function 
entrusted to him. He or she has to be devoted to the cause of socialism, 
being in all aspects a model to those whom he manages. For instance, how 
could a foreman manage correctly if he did not know more than his workers, 

if he did not have the knowledge of the significance and social mission of 
implementing the assigned tasks, or if he did not have other qualities 
prerequisite for his team to respect him as an authority and support in 

their work. The higher the function, the greater the demands put on a manager. 


As is conceivable and logical, it is not enough to meet demands only at the 
time of being entrusted with a leading function, but to keep proving persis- 
tently on the job that the training received and selection were right. Al- 
though the training and selection of cadres should be conducted by speciai- 
ists, or even by entire personnel and cadre units, not always and everyhere 
the selected person proves right for the entrusted function. Someone quite 
simply may run out of strength, or is passed a burden heavier than he or she 
can carry. Other times it is an illness or another unpredictable reason which 
weakens a person. Consequently, a man like that himself cannot be satisfied 
with the quality of his work, although he wuld not admit it to anybody. For 
some time it is possible to help him overcome the crisis, but an equally good 
help may be to switch him to a different, less exacting position. 


Ite is possible t err in cadre selection, too. This is not so gurprising, 
when one realizes that people sometimes give the impression of being better, 
more capable individuais than they are in stark reality. Also errors like 
these have to be rectified without delay in the interest of society. How- 
ever, it mav also happen that the selection has been right, but in the course 








i time the manager in question falis into rut, judging things--and conse- 
quently making cecisions, too--from the : nt of view ot enterpri«, 
Geparloental or other interests, Ddut not those oi the entire society. 

shat ensues are considerable damages in the national ec nomy, problems é 
Up, a gap emerges between reality and weli-thought-out plans anc intentions. 


ing about cadre matters ask themselves the question: 


iA 
-* 


Many a time people deci 
to recali or transfer such a person would not be difficult, but won't it 
cast a shadow on the reputation of the enterprise, organization c 
On the other hand, people who have become aware that the mentioned pers 
does not sit in the right chair, say: how is this possible, who let him stay 
there and why’ The training, selection of people, and the follow-up rev 
of their performance are important and very sensitive matters, to be sure. 
One could state that in matters like these even the popular saving “look 
twice before vou leap” is not challenging enough. on the other hand, however, 
it is not possible just to look ad infinitum. 


Ley 


circumstances reterred to are certainly extreme. N Goum it is desirable 
to avoid them--let us use a medical term: to take preventive measures. in the 
latter case it is not necessary to wait for a comprehensive evaluation which 
is carried out once every tew years. After all, the best way people prove 


themselves is by fulfilling the given tasks in their everveay work. This is 
a sufficiently clear sirror of their capabilities «anc } ledse, of tieir 
attituce towards the goals of the society. It is aiwray tte: enair 


email errors and detects than solve big ones later, naturaliy als itn 
serious consequences. Unfortunately, the iatter occurs sometimes, ¢ 


Beating around the bush for too long brings trouble te »ore people than the 
one involved. 


it is right to say that a person who manages, als controls. This expresses 
the responsibility for actions to achieve the goals of managing, to implement 
decisions promptly and correctly. However, even managers are managed by some- 
one who should also check up on them. This checking-up is supposed to be done 
not only From a too narrow point or view=-how th:y execute orders or other 


lecisions--but how they prove themselves in their functions, whether the: 
neet the demands connected with these functions, and whether they are models 
to their subordinates also in other aspects. An entrust :d function is not 
only a working pledge, but also a moral one, anu 4 duty, too, connected with 


-~* 
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a certain authority of precisely defined limits. It takes a strong character 
to know these limits and not to exceed then. 


ven 1 Streneth of character may somet‘acs diminish: il] of a sudden, 
amebody mizht feel like Napoleon who can afford evervthing, for -«ttirg 


what was the end of that tamous emperor. Another person may be adversely 
influenced by his or her closest surroundings or milieu. It was said a long 
time ago that in this country nobody's trees were going to grow all the way 
up to the sky, and to this day the saying has lost none of its validity. 

fhe socialist svstem subscribes to the lofty principle of man's continuin, 
education and of the continuous cultivation of the socialist way of life. ihe 
participants in this education are social organizations, the schoo!, the 











family. cven with such a broad range of action--since -cucational 
helong also to other institutions and organizat ions—the results may be 
generally good, but on closer examination their scale is from excellent 
unsatisfactory. Is it the fault of the educational system’ To be sure, 
everything can be improved gradually, and it is getting improved, too, but 
it is also evident that the entire society cannot be blamed for had behavior 
otf an individual. After all, everybody has found out in his young years 
that it he is not willing to learn the school will not pour the knowledge 
into his head through a funnel. 


t< 


when criticizing defects, some people would rather--as the saying zoes--throw 
the baby out with the bathwater. Or they go into another extreme, preferring 
to criticize only when nobody can find out that they were the authors of the 
criticism. They say: how come that nobody can see this? What are managers 
tor when they put up with it? They do not have to know it all the time. 
Surely criticism is not conducted only from above in this country, there is 
bound to be criticism also from below. However, it takes courage to practice 
it, and consider it a token of responsibility towards the society, a share 

in implementing common goals. Every psysicist will gladly confirm that 
lightning select objects to strike according to their height. That is why 
lightning rods are furnished with a proper ground which conducts an electric 
discharge into safe ground. Many a manager likes to declare himself to be 

a lightning rod. However, this law of physics does not hold in the society. 
A good manager does not have to be afraid of anything. But nearsighted is the 
one who ensures protection against the consequences of his defects by 
grounding in the form of various acquaintances and by obliging people tor 
unjustified favors which he was not entitled to grant them. Though it could 
look as a reliable protection for a while, it wili not prevent social criti- 
cism with quite specific consequences. This is a social law, and its exis- 
tence is a good thing. This law is an expression of the society's strength, 
and this is the only way to comprehend and accept it. 


An absolute majority of our citizens, both plain working people and managers, 
prove their relations to the sciety, its tasks and goals, by their everway 
activities. It cannot be overlooked, chough, that even with such a substan- 
tial majority not all people act that way. The behavior and conduct of sre 
of them contrast markedly with the way of life corresponding to members of a 
socialist society. When it is managers who conduct themselves in such a man- 
ner, the mentioned discrepancy is more conspicuous, stirring up stronger 
criticism in honest working people. The stricter it is necessary to measure 
such detects and wrongdoings, and duly "reward" them. This also belongs t« 
the job dealing with cadres, and not only to it. 





There is a saying that order makes friends. That holds all the more for the 
life of the society, and for the national economy, although there should be 
even more at stake here. It is necessary to realize that negative phenomena 
weaken the ftulftlling of the conclusions of the 146th party congress, namely 
the planned development of mciety. Therefore it is up to managers in anv 
position to strengthen order and discipline, to require them, an to be 
models in tiat sense themselves. Their behavior and conduct should be in 
complete harmony with the moral and political profile of socialist man. 
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CZECHOSLOVAKIA 


RECENT FOREIGN TRADE RESULTS SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech 15 Apr 83 p 2 
[Article by Josexr Major, employee of CPCZ Central Committee: "Foreign Trade™] 


[Text] Implementation of the tasks of ecorncuic and social developuent of the 
CSSR in the years 1981-1985, adopted by the 16th CPCZ Congress, is progressing 
under more complex conditions than it did in previous 5-year plans. 
Complications occurred in some internal, but particularly in external 
relations. 


Econonic development in nonsocialist countries as - whole vas characterized in 
1981 by a reduced rate of growth; an absolute drop occurred in the pest year. 
This fact became reflected in the development of world exports which in 1981 


and 1982 showed a similar trend. 


The more complex conditions of the world's economy have been adverseiy 
affecting for several years the development of worid trade and are refiected 
also in CSSR's foreign trade, particularly with nonsocialist countries. 
However, there is no overlooking the fact that in addition to some largely 
objective causes, such as stagnation in capital investments, development of 
some sectors and reduced demand for consumer goods, in our relations with many 
nonsocialist countries we must keep scaling obstacles of artificial 
discrimination designed to prevent our goods from being sold on those markets. 
The approach of some capitalist countries clearly shows that their attitude to 
our foreign trade is increasingly determined by political considerations, an 
effort to weaken the economy and the international political position of the 
socialist community. 


Despite these unfavorable conditions the Czechoslovak economy achieved in 1982 
sood results. It proved to be possible to meet the basic goals of the state 
plan, even though we had to make do with reduced sources of fuels and of sone 
raw materials as well as make up for the consequences of lower crops in 1951. 
Of importance from the viewpoint of foreign trade is the fact that we managed 
to maintain the balance of Czechoslovak external economic relations, achieve a 
Significant lead in the rate of exports over imports and improve the balance of 
payments with nonsocialist countries beyond the expectations of the state plan. 
However, of importance to an objective assessment of the results of foreign 
trade in 1982 is knowing at what expense they were achieved, who shared in them 
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in the sense of their improvement and where, on the other hand, we failed to 
react more flexibly and in the appropriate manner to the more complex external 
and internal conditions. All managerial personnel and workteams in production 
plants as well as in foreign trade must adopt a more comprehensive approach to 
assessment of results, i.e., determine how well they are doing in implementing 
the basic poals of development in the entire Seventh 5-Year Plan and not just 
in a single vear. 


The state plan for 1982 places on foreign trade challenging demands, even 
though the planned rates of development are lower than they were in the 
preceding period. Nevertheless, the total turnover in Czechoslovak foreizn 
trade showed an actually dynamic progress and the increment achieved in 
comparison to the results of the preceding year amounted to more than 9 


percent. 


A key role in achieving the positive results of last year was played by 
comprehensive economic and trade cooperation with socialist countries and with 
our most reliable trading partner--the Soviet Union. The volune of mutual 
exchange of goods with countries of the socialist community increased by sore 
than 14 percent and with the Soviet Union by 18 percent. For the sake ot 
improved clarity it should be added that the turnover in foreign trade between 
the CSSRK and the USSR in 1982 approached the value of 10 billion in convertible 
rubles. However, the significance of the high rate of growth in our foreign 
trade with the USSR did not lie merely by its extent. What counts is that we 
managed to meet our key export obligations, exceeding them in many cases, and, 
on the other hand, secure imports of crude oil, natural gas, nonferrous metals, 
cotton, machinery and installations as well as other items. 


The center of attention in Czecho-Soviet economic relations was and is torned 
by problems of mutual trade and economic cooperation in the remaining years of 
the Seventh 5-Year Plan as well as for the period beyond 1985. Our 
participation in key economic projects of the Soviet Union, such as, e.g., the 
food program, will substantially affect the volume and structure of mutual 
exchange of goods. Of considerable political and economic importance is the 
agreement reparding supply of Soviet natural gas to countries of Western 
Europe. Our share in implementation of this project will not be negligibie. 


Even though adverse trends on the world economy did have a slight impact on the 
economies of other socialist countries, the mutual development of foreign trade 
in the past year can be characterized as successful. In comparison to 1981, 
mutual exchange of goods with the GDR increased by 4 percent, with tungary by 
ll percent, with Rumania by 13 percent, with Bulgaria by 10 percent, with 
Poland by 4 percent, with Yugoslavia by approximately 16 percent ani with Cuba 
by more than 40 percent. That does not mean, however, that foreign trade with 
fraternal countries was always progressing without any problems, that we and 
our partners from socialist countries always managed to meet the negotiated 
obligations in time and in the requisite structure. Our production plants and 
foreign trade organizations are constantly finding out more about the demanding 
nature of the socialist markets. 
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All key sectors ani toreivn trade organizations managed to meet the tasks of 
export to socialist countries, sometimes even exceeding tnem. The nighest 
absolute exceeding in prices quoted as all charges paid was shown by 
Strojimpoct, Strojexport, Kovo, and, among other than tachinery-oriented 
foreign trade organizations, by Chemapol, Centrotex and Lxico. However, tnese 
yood results should not be overrated, particularly in cases where the exported 
lerchaniilse was slated for another sphere of use, 


[In assessiny, the achievement of foreign trade turnover it should be pointed out 
that despite all efforts foreign trade is not succeeding in meeting the overall 
Z0alis and some plan indicators in relation to nonsocialist countries. Much has 
already been written and said about che causes of this development; 
nevertheless, specific short-term as well as strategic planning measures which 
we will manage to implement are and will continue to be of crucial importance. 
In this regard we made some progress in 1952 in the area of import policy, 
marketing, creating stronger incentives tied to foreign trade earnings 
per.ormance. 


AS regards anu overall assessment of the year 1982, we failed to meet the gvals 
of the state plan, even though we mounted a strong effort to meet export 
quotas. As a matter of fact, our foreign trade with some nonsocialist 
countries even showed a decrease in comparison with the preceding period; the 


overall index of exports to nonsocialist countries (1982/1931) arnuunted to 
98.60. This development was inevitably reflected in tine possld.lit.cs cor 
imports from those countries--the voiume oi whic iast year alsu ircopped o2low 


its 1961 level, 


The development of and the results obtained in Czec..osiovax foreign trade in 
the years 1981 throuvh 1982 point out the necessity for finding a so.iution to 
some problems in the sphere of production and foreign trade. It calls fora 
concerted effort, without regard to sectoral or enterprise affiliation, toward 
providing suitable export assets, not underestimating in this regard smaller 
producers and looking for export opportunities also in those enterprises that 
have not become exporters as yet. There is no task more pressing for foreign 
trade organizations than acquisition of orders for marketing competitive 
merchandise and selling it as effectively as possible. We must continue to 
establish contacts with new partners and endeavor to bring our goods even to 
those markets that we abandoned in the past. 


The lessons learned and findings made in implemention of the tasks for 1952 
must also be fully applied to the current year. Its initial months naneiy 
already point to some problems in supply-demand relations as well as in 

marketing etforts which vecome manifestea in a shortage of orders, low an 


4 

r 
imbalanced meeting of quotas for export into nonsocialist countries and slowly 
progressing, innovation of products. 
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CZECHO SLOVAKIA 


CURRENCY IN CIRCULATION, MONETARY STABILITY DISCUSSED 


Bratislava PRAVDA in Slovak 22 Mar 83 p 4 


(Article by Prof Pavel Rapos, ScD, lecturer of the CPSL Central Committee: 
"Laws of Currency in Circulation and Problems of Monetary Stability'/ 


[Text] The economic theory of Marxism-Leninism contains concepts of general 
laws governing the circulation of currency, laws which are present and valid 
wherever goods and currency circulate; they fully apply also in socialist 
society. Thorough knowledge of the effect of the laws governing currency 

in circulation and continuous consolidation of monetary stubility are 
imperative for a planned socialist economy in order to maintain the ratio 

of goods and currency in circulation as an essential factor in maintaining 

a balanced national economy, consolidating the purchasing power of the cur- 
rency and satisfying the growing needs of the population. 


In his "Capital," Karl Marx defined the general laws of currency in circu- 
lation as a law of the amount of money necessary in circulation; his law is 
objectively valid regardless of specific types of monetary systems. Its sim- 
plest expression is: such amounts of money must circulate as needed for sale 
of goods expressed in prices. If goods worth 10 million monetary units must 
be sold, then 10 million monetary units must be in circulation to purchase 
those goods. However, because circulation of currency is a continuous 
process, the same monetary units may be used repeatedly in selling and buy- 
ing. Let us say that money turns over 10 times in a year; thus, it is suf- 
ficient to have in circulation 1 million units in currency to buy goods worth 
10 million. The amount of money needed in circulation is also determined by 
the amount of goods sold on credit and the amount of loans being repaid. 


With a given amount of goods, the amount of money depends on the sum totai of 
their prices. When prices go up, the amount of money in circulation increa- 
ses, and when prices go down, it decreases. The situation is the same as 
concerns the rate at which money circulates and which depends on several 
factors. Karl Marx emphasized that "...the turnover rate of the same cur- 
rency in a given period of time is the measure of the speed at which money 
circulates..." (Karl Marx “Capital” vol 1 p 129), and the speed at which 
currency circulates also reflects its specific factors and conditions. 


40 








wWiile hard currency in gold at full value was in circulation, the amount of 
money in circulation was arbitrarily controlled, money represented wealth 
and served as a kind of reserve of curren y in circulation and as ™... 
channels bringing in and taking out the currency in circulation; Cis the 
channel. of circulation never overflowed." (ibid, p 143) 

However, the circulation of gold money was replaced long ago by circulation 

of paper money. Karl Marx precisely defined the new laws of currency in 
circulation which thus developed: If paper money..."actually circulates 
instead of an equivalent in gold, its movement follows only laws zoverning 

the circulation of currency alone. A specific law governing the circula- 

tion of paper money may evolve only from its relation to the gold which paper 
money represents. That law simpiy states that expenditures of paper money 
must be limited to the amount of gold (silver) which paper money symbolizes 
and which would actually have to circulate” (Ibid p 137). While with gold 
(silver) currency in circulation the amount of the currency in circulation 

was arbitrarily controlied and on principle, no overflow of the channels 

oi circulation was possible, such an objective possibility emery,es in circula- 
tion of paper money. Oi course, the danger otf imbalance is not important 

in minor fluctuations which are natural. However, Marx stressed the fact 
that here the rate begins to disappear and the danger of “general discrevit” 
emerges, as we can see at present in the great inflation in capitalist coun- 
tries. 


Laws in Socialisn 


Like all other economic laws, the laws governing circuiation of currency in 
wecialist society are rationally applied. tere an objective opportunity is 
on hand for thorough study of the laws of currency circulation in terms of 
their effect generated under the conditions of a socialist economy and their 
subordination to the aspirations and needs of the development of socialist 


society. 


In a narrow and immediate link with other economic laws of socialism, the 
laws of currency circulation form a certain subsystem in the overall system 
of economic laws of socialism; they interact with the actual effect of other 
laws. Balancing the proportions of currency circulation is a precordition 

for efficient functioning of the law of distribution according to the amount 
and quality of work performed, the function of the stimuli of economic incen- 
tives, the growth of actual earnings of the population and @ on. This is 
natural because with unbalanced circulation of currency the effect of 
economic incentives, the growth of real income, etc. is nullified. On the 
otner hand, other economic iaws itutluence the effect of the laws governing 
the circulation of currency and substantially affect monetary stability. If, 
for exampie, principles of distribution according to one's performance are 
violated and unearned wages are paid, the balance of circulation of curren- 
cy is directly affected. And finally, current experience from the crisis in 
the Polish People's Republic may serve as a graphic example. Nobody has 
directly attacked tire baiance of circulation of currency, yet the unsubstan- 
tiated demands tor vages and the declining productivity considerably upset 


the balance of circulation of currency. 
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Thorough study of the effect exerted by the laws which govem circulation oi 
currency in a socialist economy started at the very moment when a socialist 
economy was established; however, the USSR and other socialist countries 
began in 1956-1957 extensive discussions of problems concerning the effect of 
the laws which govern circulation of currency, their effect in conditions of 
a socialist economy, and practical application of Marx’ formula and the law 
on circulation of currency in planning operations. The above-mentioned 
discussions, which considerably helped in theoretical specifications of 
problems affecting the circulation of currency, continue as an essential pre- 
condition for thorough knowledge of the laws on circulation of currency 

and for the achievement of monetary stability. 


Circulation of currency follows various channels of monetary movement, each 
of them demonstrating its own peculariarities and idiosyncrasies which must 
be recognized. Such a differentiated approach makes it possible to determine 
in greater detail the amount of currency in circulation and to appl: the 

laws on circulation of currency in a planned socialist economy. It is obvious 
that the amount of currency in circulation is reduced if, for example, 
workers and employees receive their wages on a semimonthly basis rather than 
once a month and moreover, if various enterprises and institutes set their 
paydays continuously for different calendar days. Likewise, if members of 

a collective tarm receive specific regular monthly cash rewards instead of 
lump sums paid at the end of the year, this also leads to irregular circula- 
tion of currency and cuts down the amount of currency in circulation. 


Potential Expressions of the Law 


in a socialist economy, the balance of financial earnings and expenditures of 
the population helps determine the specific amount of currency in circulation; 
a balance of financial earnings and expenditures of tie population is an 
essential precondition for purposeful application of the laws on circulation 
of currency. A necessary amount of money (Mn) must te put into circulation 

so that the population may buy goods and pay for services and other fees; 
however, this amount is reduced in relation to the rate at which currency 
circulates. 


Proceeding from the long experience in the appiication of laws governing 
circulation of currency in a planned socialist econony (if we also consider 
the extraordinary consequences of war), we may formulate in general three 
possible expressions of the laws on circulation of currency. 
i. The actual amount Jf currency in circulation (Ms) equals the amount of 
money absoluteiy necessary for circulation (Mn). If we consider that a 
soc ialist economy is dynamic, all variables are in motion; this situation may 
be sustained if ‘'c increments of the actual amount of currency in circulation 
(dMs) is equal to the growing amount of currency required for circulation 
(dMn). In that case, financial earnings and other incomes of the population 

e * bec 


are equal in their sum total and balanced with total expenditures of the 
population. 
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2. Tne actual amount of currency in circulation increases taster than 
the amount of currency required tor circulation (dMsSd™r). In that case, 
an imbalance of financial earnings anc expenditures o! the population 
occurs. Some oi the money in circulation cannot be exchanged tor zoods, 
so there is excess of money. With stable prices of goods in state and 
cooperative trade, this excess money in circuiation cannot be reflected in 


igher prices; this is usuaily the case in the agricultural market, in 


: 
exchange of goods and money among the population. Thus, excess money in 


circulation may be reflected only partly in the declining purchase power of 


the currency in a planned socialist economy. The socialist state has 


t 
complete authority to curb any further growth of the actual amount of cur- 
rency in circulation, to sateguard the planned increase oi goods and paid 
services, and thus, to balance the actual amount of currency in circulation 
vith the currency required for circulation. The eftect of price policies 
ehich the suciailist states implement from time to time may restore the 
balance oi currency in circulation; the main purpose of price adjustment 
usuaily does not follow the interest of baiancec circulation of currenc 

buf 4 swlivated by other reasons. 


In very special cases, such as the war emergency, a considerable imbalance 
developed in the proportions of che currency in circulation. Then the 

USSR, the CSR and other countries, which at that time were people’ 
democracies, resolved that situation by means of financial! reforms in order 
to gain a new balance and stability of their currency in circulation; how 
ever, other socioecoromic tasks targeted against the vestiges oO! Cae exploite- 
ing classes, speculators, black marketeers, etc., had to be resolvec at the 
same time. Under normal conditions, even if there is occasionall: 
greater excess of currency in circulation, measures such as financial re? 
are not applied; however, the policies of the sociaiist state with respect 
to increase of ,oods and paid services and of currency in circulation grad- 
ually balance the actual amount of currency in circulation with the amount 
necessary tor circulation. For instance, the situation in our country in 
1968-1969 was resolved in that manner, when, among other things, the actual 
amount of currency in circulation exceeded the amount necessary for circula- 
tion. As concerns currency in circulation, the consolidation process wes 


ITS 


basically saiccessful. 


The extensive experience trom the process oi building of gcialism stil. 
demonstrates a certain excess of currency remaining in the hands of our 
population. Since total prices of goods and paid services are comprehensiveiy 
balanced with total incomes vo! our population, the excess stems, anong other 
things, trom the unsatisfactory structure in the ofier ot poods, tne popula- 
tion's savings for special purpose, nest egg for emergency or tor anticipated 
family events, etc. iowever, most such savings of the population ur: 


deposited in the State Savings Ban«. 


Furthermore, it would help considerably reduce tinis amount of currency in 
the hands of the popuiation if the market were to function more consistentiy 


and ii tt were fiexivle in adapting the offer o: goods to the type of goods 
in demand by the pupui.ation and if the so-catled teedback--the demand for 


’ . 


products in the market—were flexibly conveyed to production. 











3. The actual amount of currency in circulation is less than the amount 
necessary for circulation (Ms€Mn). Such a situation could result from 

a slower growth of the f inancial income of the population than the 
increment of goods and paid services, which means that goods are in cer- 
tain excess. Ina gwcialist state, such a situation is regs@lived by means 
of several available measures or of their combination: a) reduction ot 
prices for goods and paid services; b) accelerated increase of financiai 
incomes of the population; thus, the balance of the actual amount of cur- 
rency in circulation with the amount necessary for circulation is restored. 


Not only are these three instances theoretically possible but they do 
occur in the process of building socialism; actually, they express the 
specific practice of planning and control of the sector of currency in 
circulation based on the application of laws of currency circulation in a 
socialist economy. 


Society pays certain costs for the circulation of currency which are in- 
cluded among the s-called simple costs of circulation. Such costs do not 
contribute to social wealth; on the contrary, they diminish it because they 
must be covered from overproduction created in material production. The: 

are essential and @ long as the law of value is in effect, inevitable, 
albeit completely unproductive. Just think of all those who must transport 
every day enormous amounts of money from the State Bank, divide it into 
little pouches and pay it to workers, pensioners, students on scholarship, 
every person receiving some cash income. Then every day a great many people 
go to stores or service centers and pay there tor the merchandise or ser- 
vices. Then those enormous amounts of money have to be periodically sent 
back to the State Bank. The money itself-—-i.e., the coins and banknotes-- 
is totally committed to circulation; its manufacture and handling involves 
very expensive work for society. Therefore it is only natural that every 
attempt to economize, to operate more efficiently and to cut down the costs 
of minting and printing new money, etc., reduces these simple costs of cir- 
culation. The extensive amount of wrk involved in the circulation of 
currency calls with increasing urgency for modern methods of operation and 
modern technology to be applied in this area. Such technology is already 
well known and successfully used in some locations (automatic cash registers 
in stores, modern money counters, etc.), but the possibilities here are tar 
from exhausted. At the same time, careful handling of money which passes 
through the hands of each of us every day decreases the amount of damagec 
money which must be removed from circulation and replaced. Ample opportuni- 
ties for saving the money in circulation open also with expanded cashless 
transactions made by the population by money orders in the State Savings 
Bank (payments of joint invoices, telephone bills, insurance premiums, 
taxes, etc.). Ail such savings of nonproductive costs of currency circula- 
tion have not been tully appreciated and utilized in our country. 


Cashless Transactions 


A specif ic problem connected with the application of laws regulating the 
circulation of currency is the problem of cashless transactions which are 
done without real money, simply by credits to the bank accounts ot! 
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In a socialist economy, cashless transactions between socialist state 
enterprises and also in their relation to the State Bank and state budget 
are practically the only feasible financial and credit transactions (if 
we Gisregard small purchases). Cashless <ransactions are also ject ti 
he laws of circulation of currency, however, with their own significant 


t 
idiosyncrasies. Financial funds deposited by enterprises in their bank 
wccounts are used to pay for goods in wholesale trade as well as for other 
mnvoices (tor example, for transportation, etc.). The amount of bank 
accounts of enterprises used for payments is in prii.ciple determined by 
the dex~ands of the balance and dynamism in the socialist economy. in the 
inal analysis, shortages or excess of such funds will be retlectec in the 
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fulf i) Ilment of the planned tasks of the enterprises and thus, als in 
mount of the currency needed for circulation. 


re 


[he extent to which the laws regulating circulation of currency are 
rationally applied and the overall objective preconditions for a dynamic 
economic growth ot the socialist economy are inevitably reflected 
onetary stability and in the people's trust in the curren nc: ur nist 
society has every opportunity to safeguard and consolid:t<. tint s>ilit-. 
Naturally, realization of that opportunity depends on tre genera! ruat ion 
in national! economic planning, on actual performance «f{ the econor ic mechan- 
ism, on the extent to which the laws on circulation of currency are know 
ind rationally applied, on the daily achievements of financial and other 
economic organizations and on the achievements of the enterprises. Monetary 
stability is not so much in the hands of central planning and f inancial 
authorities as the result of conscientious work and fulfillment of duties in 
every sector, VHJ {economic production unit], enterprise and every direct 


manufacturer. 














CZECHOSLOVAKIA 


BRIEFS 


MINING DISASTER REPORTED--On 27 April at 1325 hours, a tremor within a mountain 
massif caused a blockage in the First Mine of the Czechoslovak Armny in Karvina, 
trapping underground 11 miners. Rescue teams began their operations immediately 
and families of trapped miners were notified. The leading secretary of the 
North Bohemian CPCZ Regional Committee Miroslav Mamula, the CSSR Deputy Premier 
Ladislav Gerle, the CSSR Minister of Fuels and Power Vlastimil Ehrengerger, as 
well as trade union representatives arrived at the scene of the mining disaster. 
[Bratislava PRACA in Slovak 28 Apr 83 p 2] 
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POLAND 


VICE MINISTER ON PROSPECTS FOR CHEMICAL, LIGHT INDUSTRIES 


Warsaw ZYCIE WARSZAWY in Polish 14 Mar 83 p 2 


[Interview with Marian Skowerski 
» vice minister of chemical 
industry, by Ryszard Nalecz of PAP] ——o 


[Text] PAP reporter talks with vice mini 
ster of chemical and light 
oat ora pore Skowerski about the influence of chemical tehintes 
oO r industries and about nearest pros t 
of this sector of the economy. —_— 


[Question] Supplies of semi-finished products and of chemical components 
condition to a large extent the volume of production of, practically speak- 
ing, the entire economy. Voices are being raised, however, from all sides 
that the chemical industry does not keep pace with the needs of other indus- 


tries? 


[Answer] This statement, unfortunately, is entirely correct and true. Al- 


ready since the second half of the '70's the development of the chemical 
industry has been slower than the development of other branches of industry. 
This, as a consequence, limits production or creates in those branches in- 
creased demand for compensating imports. The dependence of the growth of, 
literally speaking, the entire economy upon the development of the chemical 
industry is so close and direct that the results of any impediments in the 
development of that industry are automatically carried over to the rest of 
the industry, to agriculture, to housing, or to transportation. 


[Question] But few years ago this deficit was still not as high as it is 
now? 


[Answer] On the whole--yes, because it was being made up to an increasing 
degree by imports, particularly from the Western countries where more than 
half of the supplies was coming from. In view of the present drastic short- 
age of foreign currencies and of the well-known restrictions from these 
countries such great dependence of chemical industry upon supplies from 
capitalistic countries has caused real limitation of production both in the 
chemical industry and in other branches of our country's industry linked 


cooperatively together. 
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estion) What actions are being taxen to reduce this cependenme and to 


increase exports. 


[Answer] The ministerial program of the most essential undertakings pre- 
parec in 1982 includes 184 investment, modernization, and organizational 
projects. It is already being implemented and it lactedes undertaking anti- 
import production of raw materials for all branches of chemical industry, 


such as the manufacture of medicines, detergents and hygiene items, insecti- 
cides, fertilizers, rubber products, plastics, dyes, paints and varnishes, 
auxiliary products for textile industry, for leather industry and others. 


Practically speaking, the entire program is based upon our own technological 


r an 
processes preparec by the ministerial scientific and research units and in 
part also by the complex of industrial establishments. When it is fully 
implemented it will bring economic gains worth 150 million dollars (USA) and 
will result in the increase of production to the amount of 13.6 billion 
|Quescion|] im what do you base your optimistic assumptions? 

|Answer \s a result of an intensified activity during 1982 which had is 
its tive limiting of imports, 45 programs have alreacy Seen instituted 
which have resulted in reduced purchases from the do’!>r zone 5s 37 mii ion 
Collars. Pari of anti-import production is supplied b che ezcleutific uad 
research units. This is not, of course, preduction on the scale of indus- 
trial needs but its value last vear has reached 2 billion zlotys. The next 


47 programs are being readied for implementation during the next few years. 
These should result in further cuts in imports bv about 30 million doliars. 


The effects just mentioned of foreign currency savings are mainly the re- 
ults f lentitic and research activities carried out by the ministerial] 
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branch institutes. We are thus striving to selectively concentrate our ef- 
forts on solving those problems which will allow us to achieve maximum pro- 
duction with minimum of imports and which will markedly eliminate the dis- 


ae 


ruption of co-production arrangements with other branches of taluscee. 


uestaon ct an be seen from this that he chemical industrv--incepen- 
dent projects launched on its own initiative--r quires a substantial 
amount « apital even for its survival, iet aione for its development. 
Does not the lack of funds for such extensive needs threaten to cause stag- 
nation’ 

wn r “any concrete steps need to *e wndertaken for the chemical indus- 
try to get through this very diffic d. n spite of inveriment 
limitations the government has made .. sion to finish large construc} 
tion projects with funds from its centra. resources. Thus before the end 


of this vear a PCV [polyvinyl chloride} plant in Wloclawek will go into 


yperation and so will the first agmnonia plant in Police. The construction 
f an antiSiocic plant in Tarchomin {fs entering its final stage 

Intensive work is being carried out in Kedzierzvn for construction of a 

plant to produce the so-called OXO alcohols. Thev are the components of 


46 











as plastics, paints and varnishes. 


1 
For some branches of the 


many chemicals, such 
on individual establishments themselves. 
industry, tor instance, those producing fertilizers and insecticides, t 


is now open to take advantage of tax relief for undertaking in 





possibilit 

vestments. So one can not talk about stagnation in the chemical industry, 

even though we are conscious of the fact that there are not enough means to 
her 


quickly overcome past backlogs so that chemical industry could supply ot 
industries with amounts of products that they need. 


CSO: 2600/678 
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POLAND 


RELATIONS WITH INTERNATIONaL ORGANIZATIONS DISCUSSED 
Foreign Trade Official Comments 
Warsaw SZTANDAR MLODYCH in Polish 29 Mar &5 pp !,3 


,iaterview with Dr Boguslaw Sosnowski, director of the Vepartment of 
international Economic Organizations of the Ministry of Foreign Trade, by 
Jaczek Swidzinski, date and place not specified] 


(Text; [Question] To how many international economic organizations does 


‘ ’ i) 
Pol ana Vve.OoTgz: 


|Answer}) There are several hundreds of these orjanizations altogether. 
Cooperation with international organizations occurs on various leveis, 
beginning with physical and juridical persons, enterprises, and ending on the 
government level. The Department of International Economic Organizations of 
the Ministry of Foreign Trade is occupied with the most important organiza- 
tions we have contact with in the framework of government cooperation, in 
which case, it is necessary to note that we limit ourselves fo the foreign 
trade field and to the economic cooperation connected with it. Contacts with 
organizations of a specialized nature are within the jurisdictions of other 
ministries and central organs. For example, cooperation with the FAO lies 
within the purview of the Ministry of Agriculture, although the concluding 

f agreements having to do with trade by this ministry takes place with 
consultation with the Ministry of Foreign Trade. We apply a similiar procedure 
in contacts with other ministries. Of particular importance is cooperation 
with the Ministry of Foreign Affairs, which coordinates the totality of 
cooperation between Poland and international organizations. 


Question] And what kinds cf international economic bodies is the Ministry of 
Foreign Trade most interested in? 


|Answer| These are: GATT, or the General Agreement on Tariffs and Trade, 
UNCTAD--United Nations Conference on Trade and Development, UNIDO~-United 
Nations Industrial Development Organization, the Trade Deveiopment Committee 
f the Economic Commission for Europe, and the Internationai Trace Center 
ITC/UNCTAD/GATT. in addition to this, within the competence of the Ministry 
of Foreign Trade iies the participation in international commodity agreements, 


such as the International Tin Agreement and the Internationl Sugar Agreement. 
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I would also add another--our department also coordinates the activity of the 
Polish delegates in the CEMA forum in matters of international economic 
organizations. 


[Question] So, how much does it cost us to belong to specific organizations 
of this kind? 


[Answer] It is impossible, as far as it goes, to say how much the 
contribution to GATT is, inasmuch as it is impossible to define exactly the 
cost of membership in UNCTAD or UNIDO. This stems from the fact that UNCTAD, 
UNIDO, and the ECE are UN organizations, and their costs are covered from the 
budget of the United Nations Organization. 


[Question] My question was of a provocative nature. What I meant was 
“whether we're not buying a pig in a poke..." 


[Answer] Although the question is appropriate, the implied meaning is 

wrong. It is not possible to make balances of this kind: we gave out so much 
dues during X number of years, for example to the GATT, and that brought us 

so much and so much dollars profit. Anyway, it would be also difficult to 
calculate how much we would have lost if we had not participated in the work 
of these organizations. 


The majority of these organizations are of worldwide scope: if over 100 
countries of the world belong to them, we should also belong, in the spirit 
of the principle "the one who is absent is the one who is wrong." A vast 
flow of information stems from th..-e. Our presence makes it possible to gain 
a real influence, especially within the framework of the mutual stand of the 
Socialist countries, on the final form of various determinations, or at 

least to represent our own standpoint. 


{Question]...And the later one joins such organizations, the greater the 
price one has to pay? 


[Answer] Under terms of the participation conditions, yet. However, this 
participation cannot be counted only in a mechanical way. The reason why it 
is worth being there--first of all, is because these organizations define 
certain principles, rules, and procedures in various matters of international 
trade, finances, industrial development, etc. These principles can also be 
advantageous to us, but they can also turn out to be of no advantage for us. 
If one is present, if one steps out on such a forum, especially within the 
framework of a bloc--and we most often come out within the framework of the 
so-called group D, which encompasses the socialist countries, then at that 


time, we have the opportunity for minimizing our losses. 
[Question] Could these losses turn out to be oh so painful for us? 


[Answer] Let us take, for example, the question of the so-called New 
International Economic Order. It is discussed in the forums of many 


Organizations. 


[Question]...are we talking about "North-South" relations? 
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Answer res, Dui Not only that. What is concerned is tne creation oi a 


ew type of economic relations between cx tries, whicn, in the future, 
would eliminate the great differences in the level of development of indi- 
vidual states. Of course, this is a compiicated problem and the search ior 
its solution wili be - long duration. There are many aspects that manifest 


themseives here: aspects of raw materiais, trade, financing, etc. Through 
participation in these discussions, we acquire a vast quantity of information, 
wnat the plans and intentions are, and what kinds of criteria there are for 

evaluating the situation in the wor economy of various countries and 
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recent events--we!ll, we might be able to define our economic policy in an 
internati i! rum towards Botswana and Lesotho (with fuil respect tor 


inese states), but we are not in a position to do anvthing against the poiicy 
f di ination bv the United States... 
Answet [ do not agree with this point of view. These problems have to be 
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the bilateral relations between Poland and the United States be settled more 
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f the broad international society. When Poland was b!ockaded during the 
Martial Law period, and it was simply not desiree to permit our representa- 
tives into several Western countries by denying them visas, neither the 
Americans nor the Swiss were able to refuse, not only the right to enter 
the country in which the headquarters of our international organization is 
located, but also in conformity with the principles of operation of the 
izations, they had to agree on our active activity in this forum. How- 
rer, in a bilateral set-up, after the freeze in relations, we would not even 
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The states which at that time were not particuiariy interested in wnat was 
ne sane 


nz on in Poland realized that some day, they tco can encounter 
9t discrimination And therefore, they are on our side frequentiy. 


ie 4 


KING 
That is how it was, for example, at the GATT forum, where, in connection with 
the suspension of the most-favored nation clause by the United States for 


Poland, the majority of the countries, not only the developing countries, 
but also the capitalist countries, assumed positions that were either neutral 


rin sympathy with Poland. 











[Question] As long as we are dealing with GATT--does the membership in this 
organization bring us just benefits? For, we know that we have not been 
fulfilling the condition designated for us for several years: we were to 
have increased our imports at a rate of 7 percent annually. For several 
years, we have been contending with this principle... 


{Answer} In entering GATT, Poland received a multilateral most-favored 
nation clause, and received preferential tariffs treatment. If we were not 
a GATT member the possibility would be present for the application of normal 
tariffs against us. Then, our export would be unprofitable in many cases. 


In entering GATT, we did not have tariffs. And for this reason, we proposed 
to increase our imports from member countries by 7 percent. 


[Question] ...and why did we not have tariffs? 


[Answer] First, tariffs are one of the many instruments of economic policy 

of a state. During the period when the participation of Poland in world 
trade, especially trade with non-socialist countries, was not developing 
dynamically, and with the application of other trade policy instruments, 

there was no need for introducing tariffs into trade turnover. Secondly, 
tariffs have to fulfill several conditions, and they must be a price-formation 
factor. For many years, prices in our country were separated from the foreign 
area. Until that time--at least in view of the existence of official prices, 
our system did not fully meet this requirement. In addition, GATT accepts 

the principle that tariffs cannot be discriminatory in nature. And thirdly, 
during those years, we did not publish the official exchange rate, which made 
it impossible to carry out any kind of conversions. In joining GATT, we had 
to propose certain concessions on our part in exchange for the most-tavored 
nation clause treatment. So, we proposed anincrease in imports from the 
parties to the treaty jointly, and for a number of years, we have been 


adhering to these conditions. 


[Question] I[t can be adjudged that on a long-range basis, participation in 
GATT will torce a number of changes in its system of functioning, of its 
economics. It is not GATT that is forcing such changes, only logic and the 
need for economic reform, which, in its end purpose form, is in conformity 
with the spirit and principles of GATT. 


[Answer] However, GATT is based on a few basic principles. Above all, what 
is involved is the ability through international trade, to utilize the 
international! division of labor, to buy what others produce at low cost, and 
to seli the things that we produce at low cost. The purpose of this organiza- 
tion is trade liberalization and the creation of conditions for free 
competition through the elimination of trade barriers, along with the avoid- 
ance of so-called unfair competition. In describing the effects of tariffs, 
it is necessary to point out in the entire economic system, thereby, the 
answer to the question: what are the other means that the state uses to 
regulate export and import matters. As a result, we have to show what our 
foreign exchange controls are like, and how the subsidy system operates. It 
is necessary to be prepared for such questions. 














iQuestion; It appears trom this that our participation in GATT could come 


into question... 


[Answer] No. his agreenent provides tor a member state, as a result of a 
difficult economic situation, to apply protective measures for a specific 
period of time, especially tor improving its balance-of-payments. However, 
we have to be properly prepared for the fact that in representing tariffs, 
we will be simultaneously representing the entire foreign trade economic 
System, and its conformity with the rules of the game set by GATT. 


{Question} And could they simply oust us from there? 


[Answer| The general agreement, which is not only an international 
organization, but at the same time, a multilateral trade agreement, does not 

anticinate such a solution. Nevertheless, the remaining member countries--to 
the extent that we will be abiding by the provisions of the agreement and 
the access conditions--can consider themselves freed of obligations ctowar 


bs 
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Polond. At that time, our membership will] become strictly nominal and 


purposeless from the standpoint of economic interests. 


[Question] Are commodity quotas applied toward imports from 
countries in conformity with GATT stipulations? Does the fact choar these 


countries are applying tariffs against Poland, anc thet [{r trensactions 
within the EEC, these tariiis have been abrogated, ocint » discviriaati 


[Answer! As tar as tariff policy is concerned, tre EEC is a customs union, 
and this principle is accepted by GATT. Within the iremework of progress in 
integration, certain powers of the governments of LEC member states were 


c 
transferred to a supr@ational body, such as the Commission has become. 


This applies, among other things, to the conclusion of trade agreements with 
third-party countries. In this situation, our trade agreements with EEC 
countries that guaranteed us most-favored-nation-cliause treatment are no 
longer binding, and CATT became the only legal act guaranteeing most-favored- 
nation treatment in mutual relations with EEC countries. Makine use of 

in GATT of both Poland and tne EEC member states, we iiave 


irmtiacipati 


nanaged to negotiate a number of agreements with this group, such as, an 
agreement on the matter of textile exports, as well as on metallur ical 


products. 


However, as far as quantitative limits are concerned, CATT basically is 
pledged ° voolish them. In their relations with Poland, the EEC countries 
are doing this, making use, however, of certain stipulations of the Access 


Protocol] and are doing this slowly, in which case, in general, these are 
not those limitations and those commodities which we are concerned with the 
most. The restrictions have been Lifted in greater degree as regards 
developing countries than as regard the socialist countries. 


[Question! GATT is of ereatest importance for us, but what is the rele of 
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UNCTAD, UNIDO, and UNDP [United Nations] Development Program]? 








(Answer}| Since these are United Nations organizations, the majority within 
them is held by developing countries, and they are striving to restructure 
these organizations into a forum for presenting and protecting their own 
interests. We have to keep this process in mind. In many political, social, 
and also economic matters even, we come out jointly with these countries 
against the highly developed capitalist countries. Within the framework 

of these organizations, we also create couditions for the development of trade 
and cooperation, and this is done in a wide variety of forms. I think that 
we also pay too little attention in our long-range plans to changes in the 
economic structure of the developing countries, which can be noted very 
clearly right in the framework of the work of these organizations. 


? 


[Question] Sir, we are speaking up to now about inte: ional! i 
organizations to which Poland belongs. There are others we do not belong to: 
the International Monetary Fund, the World Bank... 


[Answer] The Americans are blocking our access to the IMF. However, I would 
call attention to a certain fact: during the past year, we arranged the re- 
financing of our obligations with respect to private banks. If the government 
banks decide on taking up similar discussions, then probably the matter wil! 
brought up in the International Monetary Fund. This is linked to the matter 
of tinding an over-all solution to the question of world indebtedness, and in 
this respect, Poland has already pessed over to a somewhat further plane--there 
are debtors who are encumbered much more heavily than we are. This problem 

is being dealt with by, not only numerous internacional organizations: such 

as the International Monetary Fund, but the World Bank, etc., but also by such 
institutes as the Brandt Commission and the Club of Paris. This might even 

be the most important subject of international negotiations in the next few 
years. In my opinion, within the framework of undertaking attempts for an 
over-all solution, the matter of the indebtedness of Poland has to be looked 
at. And this will also influence the matter of Poland's entry into the IMF. 

Of course, there are many other factors influencing the acceptance of Poland 


in the IMF. 


de 


[Question] What can membership in the monetary tund give us specifically? 


[Answer] First of all, for a certain time after its entry into the IMF, 

Poland can obtain credits. These are low-interest credits that could be used 
to stimulate our economy. Secondly, we would be able to make efforts towared 
getting credit also in the World Bank. Thirdly, many very large capital in- 
vestments in the Third World countries are financed with Wo.l¢d Bank funds. Not 
being members of it, we cannot have access to this vast market except on a 
subcontractor basis, as a third party. 


[Question] Again, nothing but gains. Why, for a number of vears, the voices 
he International Monetary Fund were louder. 


> 


igainst joining 


[Answer] There are also demands. First of ail, our financiai contribution. 
In addition, in joining the IMF, we would receive--the same way as a number of 
other states have previously--so-called recommendations concerning certain 


measures within the tramework of our economic policy. The realization 
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be of site restrictive nature, tor example, if the area of consumption 
is ncerns. . 

sin statement t inte? Viewer; Sir! From t Ss, we come tc the c nclusion 
that ticipation i international economic organizations is brinzing us 
certai advantages, but also places obligations 1 us, which can in the iong 
run intluence the direction and range of changes in our economy. If we want 
t ave the Tes! tazes, We must then respect the rules t the game. 
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inability of the United States to achieve its intended goais at the session, 
their repercussions remain significant. 
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type On the basis of unilateral actions or via the route of bi 
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which--as tor example, the voluntary limiting of exports--are not subject tc 
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contrel and supervision within the framework ot the traditional standards o 
procedure in international trade relations, which leads to a considerable 
constriction of the area of exchange governed by the laws of the market, or 
encompassed by these standards. Conflicts between states hi 
become more acute, and if they really bring about the break-up of the inter 
national trade system, they will lead, as a consequence, * the further 


cumulative reduction of the economic growth curve and to crisis in the world 
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econo4ry. 


Another instrument of protectionism, which is becoming more and more important 
these days, has been the subsidization of production and export, which fulfills 


. soe +e Ff 
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the function of protecting the market directly (by facilitating th mpetitiv 
ness of domestic production with imports) or indirectly (by means of creating 
a situation in which the profitable export permits the support of non- 
competitive domestic sales). Subsidies have not only become a substantive 
reason jor delays in the process of necessary structural adjustments, but to 
an increasing degree, they are the cause of friction and conflicts in rela- 
tions amone industrialized countries. In this respect, inasmuch as they have 
traditionally become an alternative to other instruments of protection, t: 
are currently being applied as a supplement to then. 
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Recently, a new manifestation of restrictive trade policy based on the use of 
economic instruments has also become important (in the torm of export embargo, 
limiting access to a market, restrictions in the technological transfer 
sphere, and in credit) for political purposes. This is most evident in the 
East-West relations but it is by no means restricted to them. The last IMF 
report--ANNUAL REPORT ON EXCHANGE RESTRICTIONS, |1982--asserts that although 


.> 


up to now, the breaking off of international trade was a reason rather than 
a result o! pressures tor restricting access to markets, these pressures, 
"...if they do not get blocked off, can, in effect lower international trade 
in a cumulative way, and cause the ruination of progress in the area of 
liberation of the trade and payments system achieved during the last 30 


,? 


, 


years.’ 


A. Dunkel, General Director of GATT, notes that there are indications that 
an ever increasing number of governments are aware of the danger of the col- 
lapse of the system of multilateral regulations of international trade. 


“Fortunately,” he said, while still before the ministerial session, "it 


appears that there has been an increase in the agreement of views as to the 
fact that it is necessary to undertake action for building up confidence in 
the system of revrulatine world trade, and that GATT, although not perfect, is 
the sole competent instrument for realizing such an action."* 

Director Dunkel "s ptimism turned out to be somewhat premature. In basic 


ane 


ninisterial session did not bring about substantive progress, 


it did not create barriers to the increasing wave of protection- 


issues, the 
especialiy, 
ism. Its most optimistic accent was the improvement and strengthening of the 


system and the conciliation procedure in disputes among the parties ¢t 


agreement. However, in spite of the fundamental difterences, the conte 
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It does not appear, however, that these would be 
with participation in GATT. The main acvantaze < 

it appears, derives from its very multilateral nature. The multilateralness 
of GATT is of particular significance in relations between states with unequal 
economic potentia:s, even if its stipulations are not always respected 
(especially during the current period). In a situation where the strengths 
are unequal, it is always easier for the partner with the greatest potential 
to force conditions of trade structure and econoric relations on the weaker 
one, when these conditions are set on a bilateral pia 

Situation, when the possibility exists of appealing t 
parties to the agreement, even though this opinion would not be totally 
unbiased. The very necessity of explaining oneself in a multilateral forum on 
steps taken in the area of trade policy createsan impediment to the unlimited 
exploitation of advantage that the states with greater trade potential have 
relative to other partners. In addition, within the framework of multilateral 
discussions, it is possible to build communities of interests making it 
possible to defend one’s own arguments. 


f membership in the agreement, 


® 
Ww 


e 
ne, ratner than in a 


o the opinion of other 


Additional advantages from participation in the agreement result from the 
establishment in GATT of procedures and criteria, the following of which is 
required in the case of justified deviation from its stipulations (especialiy 
in the application of protective clauses), which comes out to the advantaze 

f the countries threatened by these deviations. this limits arbitrariness 

in limiting a cess to a market or in competition, allows the torcinz of certain 
disciplinary measures on countries introducing restrictions, especially the 
need to justify in public the necessity of the action taken, the cefinition 

of the period of its effectiveness, and the subjection to periodic reveiw 


for evaluating the effects of the action taken for other countries, the 
necessity of notitication of deviations from the agreement that have been 


introduced, etc. All of this also increases the openness of trade policy. In 
some cases, it is necessary to renegotiate the compensation for the restriction 


introduced. 

to subject oneself to multilateral judgment in the case of 
viations from the agreement stipulations undoubtedly limits to a certain 
dezree the freedom to force one’s will upon weaker partners, which cannot be 
assured within the framework of bilateral agreements. The agreement contains 
stipulations, also, that regulate the question of settling disputes by wav of 
consultation and conciliation which makes it possible to resolve them within a 


, 
> 


multilateral context, and can assure their more ettective and less biasec 
adjudication and can also prevent them from occurring. 


Of course, the afore-mentioned advantages trom membership in tl 
are the inverse side f the obligations emanating from it, which every menber 
state has to abide bv. ric weverT, the advantazes t it GALL partic aypPation OFC 


vides gives mtries wit ess economic-trac tentiai adpear tc utweicght 
the inconveniences connected with the necessity for obeving the stipulations 
t the agreement. 

The dangers resulting from non-participation i: 4lT (especially from leavi 


the agreement b ur own initiative) are nnec te wit the possibilit 
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imports, especially from capitalist countries, and even more so, rns 
an increase in imports at a rate of 7 percert on an average annua : 


Secondly, the principle of increasing impocts that was adopted is in ail it 


cumstances disadvantageous. It will tighten up the obligations in relative 
short time periods, whereas--as practice has proven--the level of imports is 
subitect to considerable fluctuations. On a long range basis, it operate j 
the direction ot increasing obligations, since the exceecing of them in a 
3-year period will raise the level of the initial base upon which the increase 
in imports is calculated, that has to be provided in the coming period. ir 
addition to this, the Polish access formula (the same as the Rumanian one, but 
opposite to the Hungarian formula) recognizes the ditference in the econ ni 


system as a basis tor determining the degree of mutua. concessions, which, fron 
the nature of things, creates the prerequisites for differentiated trea 
(and also, for potential discrimination) within the framework of the agreement. 


At the time of entry of Poland into GATT, it was impossible ¢t btain other 
access conditions with respect to the fact that distribution-directive svsten 


- - ) *- " - 
, aii 


of economic management did not create an opportunity for adopting 
of negotiation other than the obligation for import crowth in exchange for 

oe ° hy : ee ; . , 
tariff concessions. The situation of Hungary was different, since it entered 


into negotiations with GATT immediately after the implementation of reforn. 
The beginning of the implementation of economic reform in Poland can thus 


create conditions for the renegotiation of the access formula. 


Nevertheless, it is not likely that the parties to the agreement would accept 
only a change in the size of the import obligations o: Poland within the 
framework of the existing formula, especially since these changes would hav 


to be radical. 


The renegotiation of the access formula would be possible under favorab! 
political conditions. “During the time of deliberations vver the en ’ 
Hungary into GATT, there was a political will of the parties to the agreement 
toward accepting Hungary as a full member of their multilateral systen.”’ 


During the current time, the political climate for negotiating the acces 
conditions is less advantageous for the socialist countries (especially tor 
Poland). The over-all strain in East-West reiatiors, especially t) ii ¢ 
he U.S. Government in this respect, as well as the introduction of irtia 
law in Poland, did not create an atmosphere conducive to the articulatic 
political will, as was noted during sion time of negotiation of Hungary int 
the agreement. However, the worsening of the politi imate di t i 
“-4aS it appears--a limit beyond which the : mocati Poland i “Aa. | 
not be attained. This is pointed out Dy the position of numerous bCuropear 
and overseas countries in the matter of economic relations with ¢ socialist 
worid, the abrogatio t the American embareg : the if vying of equipment 
the Urengoy sas pipeline without balancing quid pr ju rom the ea 
side, the hopes tor rmalization of East-West reiations mnectec with ¢ 
new Soviet leader ip, and also the prospect for rmalizing the liti 
situation in Poland, including the context ) Suspension afr ever 


tibrogation of martia! law. 


[If renegotiation of we con 
} } a | : ] ; , . o . 
possidie if i La ' int 2 poiiti @i CidaMacre, i “ é i : il 
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lee tor < rt subsidies or production tor export t j j ine wi 
ATi rif i ¢ . ‘ attempt to counteract the ettect inzjiati the 
excnane ir rem tor imports bv wav of putting iditi t. tarifis Loner 
would have t be treated as a measure aimec at limiting access to the irk : 
which is discriminating with respect tc ne*s own production. The intr cti 
i i more ensibie exchange rate would be cocsiderably more efficient t i tT he 
system being used «i! additional payments or equalizing liabiliti iTze 
scaie, and at the i Te time, this would facilitate the renegotiations 
conditions for entering the general agreement. 
The exampls« ft the Hungarian access protocol shows that the parties to the 
agreement were included to recognize the difference of the systemic solution 
in exchanges between Hungary and socialist and capitalist countries (bilateral 
éifferences, the foreign exchange rate level), which had already created a 
precedent in this area. However, this difference was accepte inder the 
condition that this type of difference does not signi tne discriminati 
capit ist states or preterence for sccialist states, especially in access 
to the Hungarian market. Thus, the emphasizing i fficial declarations 
intent to give preference to exchanges with socialist countries (the ept 
f so-called reorientation) as a tariff policy of a vernment will und te 
de aM impediment in every attempt to renegotiate tne dasis Of acceé » ine 
same kind o! situation emerges in the declared need for introduc i: _ 
f “reorientation” of trade toward developing countries. 
In anv case, a sensitive point of renegotiations will be the matter 
activities in the economic policy and trade sphere, whi in be interpreted 


ais instrument f restriction, especially o i 

market. This can apply to the creation of supply priorities, the « si 

f areas of control of materials, the inappropriate introductix 1 syste 
ft import ind export) permits, and the advocacy ilding up bDilatera 
ially conditional transactior 


- 
o* 
} 
é 
oe 
| 
- 
9 
* 
4 


Finally, an important question in the renegotiati rocess would be the 

iSsurance I ince pe ience of the ec ononic iv ct } t rea ; t cfr 

ind trade. this nection, it is necessary t i t the Liminati 

subjectiv : jective restrictions in the i ranting c ssi 

tor trace ictivit j ex nees with toreien tris . we | > The r 

Ans r tne remnants t the manifestations ; ’ i -nis area. t 

vradua. expansio! f the rights of exporci enterprise t ;orel ex ‘ 
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write-ot![s, and a nange in the formuia ft write-o! (ri c ’ 


to write-oft mmect« wit the obligatix< t T f gs certai tion of , 
revenue t the tate’, an 980 the creation i rt i iTé f 
nvertibdilit withi the tramework of the write- (x ver ri 
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FOREIGN TRADE ENTERPRISE OFFICIALS DISCUSS CHANGES, PROBLEMS 
Prochem Director 
Warsaw RYNKI ZAGRANICZNE in Polish 3 Mar 83 p 8 
[Interview with Stanislaw Srokowski, director of Prochem, by Barbara Milewski] 


(Text ] The Prochem enterprise for chemical industry 
trade capital investments will be one of the principal 
members comprising the Polimex-Cekop trade 
association. The day before the first general meeting 
of the partnership, the press posed several questions 
to Stanislaw Srokowski, director of the Prochem 


enterprise. 


[Question] What motivates your decision to form this partnership, and why d 
you in fact choose Polimex-Cekop? 


[Answer] We were guided by the potential benefits which this action will bring 
about, At the same time we were not concerned with immediate benefits, like 
for example a share of the profits, but rather with more long-range benefits. 
Above all, I am thinking about the improvement in Prochem's standing and 
increasing its foreign market participation, something which should come about 
as a result of our participatory influence in the development and shaping of a 


trade policy for the entire partnership. 


The bringing in of 30 shares totaling 30,00U,000 zlotys allows us a certain 
amount of influence. I wish to emphasize that currently we are particularly 
concerned with acquiring export orders. Here in the nation we do not feel 
adequately utilized. The investment limitations resulted in the fact that we 
are currently fulfi the duties of a general contractor, concerned merely 
with one construction project, specifically the Polfa antibiotic plant in 


Tlano 
Aiiilns 


Tarchonin. 


‘ 


We received proposals to form a partnership from several foreign trade 
enterprises. Nevertheless, from among them we chose Polimex-Cekop, an 
enterprise with which our hitherto existing cooperation of several years is 
Selection was also based upon the export profile 


proceeding exceedingly well. 
of this enterprise, which specializes, as is well Known, in the export of 
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Answer] We deal  pcimarily with socialist nations. ast year Our export 
totaliny, 1, $00,000,900 zlotys were sent to UzechosloOvarla ana Wh. urrent ly 
we have three contracts with Czechoslovakia. We are delivering Sewar- 
treatment eyuipment to the Duslo Chemical plant in Sali. In addition, thi 
year we are counting on orders from Bulgaria. Insofar as the second payment 
area is concerned, we are in the initial bidding stages with potential Libya 
and Iraqi clients. At the same time, we are endeavoring to carry out an active 
acquisitions policy on many foreign markets. Above all, we are taking 
advantare of Polimex-Cekop’s intermediary services. As a rule, we respond t 
all forei rr requests for bids. 


[Question] What is the size of the workforce employed in the completio 


foreign contracts: 


' =; . , ’ pa tn } f - —. ; 7 TAw 4 « iy 
LANSWET , Currently we have 630 workers here, ana iVUU empioyed aoroaac on 


i 
construction projects. In addition as a general contracting and construction 


* 


firm we employ workers from other domestic manufacturing firus, selected on the 
basis of a conpetition to which a minimum of two to three firms are invited. 
we continually collaborate with enterprises which are subordinate to our 


rr c} ar 


linistry of the Chenical and Light Industry. We belong to the Modern 


Association, whose members specialize in the construction and modernization oi 
chenical plants, and therefore are our principal subcontractors on foreign 
projects. we plan to join the Chemakop Association. This brings the chenical 
apparatus manufacturers together and we are particularly interested in 
maintaining -ood relations with them. 
Thank you for the interview. 

Budimex Director 
Warsaw RYNKI ZAGKANICZNE in Polish & Mar 83 p 8 
iInterview with Michal Siera, director of B:imex, by Barbara Milewskij 


[Question] It's a well-known fact that on 1 January 1983 Bu 

transformed into a partnership with limited responsibilities. 
i t ‘ 

action be attributed exclusively to last year's recommendation made by the 


Council of Ministers Economic Committee? 


> ‘ ; 
IOULG Lila 


(Answer), Not exclusively, the decision to establish a partnershi; 
prejudged by our deepest convictions, since it is an organizational for: which 
in only bring about advantages insofar as our export speciaity is mcerned. 
we also believe that this represents a path to future, consistent fulfill 
of the ec 1c reiorn premises, and independence from adninistrat y pe 
OrGgersSe iT? ently the i irm’s activities are eter ined O a aI ] sy int Or 4 Ti 
28 Decenber 1982 during the first peneral meetin; f all the partners, 
pecifi 111 GO Speci 1l1zed construc tion, installation, and assembly tir r 
the various regions of the country. I would like to emphasize here that \ 
establishing a partnership we have acceded to the principle of not acceptin 
intermediaries but exclusively firms of a purely unufacturi iature. 
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juestion] what ministries are Budimex’s copartners located within 
‘Answer] The enterprises belonging to the consortium are subordinate to four 
ini stries, namely to ti i2 Ministry of Construction and Construction Materials 
Industry, Ministry of Mining and Power Industry, Ministry of the Chenical and 
C ci ¢ , 


Light Industry and the Ministry of Agriculture and Food Fconony In addi 
the founding organs for several general construction firms are thei: 
corresponding provincial governors. The largest group of partners is 

subordinate to the minister of construction, as a result of which he has a 
representative on the consortium’s board of directors. It is noteworthy to add 


that the chairman of the board is the director of the Trade Bank, and as such 
is neutral toward the ministries. 


[Question] Could you summarize the company's 1982 accomplishments? 


[Answer] It was not an easy year. We were limited by numerous external 
factors, such as the continuing unfavorable construction sit 
as well as the Iraqi-Irani war. In spite of this, we were abl 
plan almost entirely with processing totaling 29, 300,000,000 zlotys. ast year 
laced great emphasis on increasing the profit margsn of our various 

2 


i ‘s 
ve rm 


endeavors. The econonic reform mechanism played a posi 


“~e 


Workers realized that their salaries were linked with btuneed Output. [n 
connection with this, we observed a more conscientious attitude toward 
collection of depots from clients, a shortened contract-fulfi lment time and 


selection of suitable specialists for the foreign construc 
result last year's profits were 150 percent above 1981 lev 


@ cr 


[Question] Are you undertaking efforts at market diversification and the 
methods of operation on such markets? 

[Answer] We see certain ways of approaching the United Arab Emirates. ur 
business dealings with Algeria are growing. We are attempting to take a more 
active role in partnerships on Third World markets with western firms, 
specifically West German and French. We believe that great opportunity exists 
in development of parallel cooperative ties with our socialist partners. 


[Question] Besides external factors, what in your opinion impedes Polish 
construction pro 3 exports? 

[Answer] I: the majority of cases, the cause is incompetence, poor 
construction Organization and continuous faulty motivational systems. work 
abroad shouid be bass yn the piecework system, thus work output will be re 
efficient. In nm inion, entirely new and serious conplications can arise 
vith the ot t er of licensed nstruction project contractogs, 
frequent f anal | r similar specialization. Whereas, in the area ot 
services, I view it as unfair and leading to mutual conpetition in foreign 
arkets, and what is re important, competitive only insofar as cost is 


. 
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arket or for production purposes, Dut at the same time exclusive of marks 


; ; s3e 
question it a number of other foreign trade enterprises also exist whic 
ils jemonstrate market interests in connection with contract fulfillment. 


| That*s true. But putting aside the whole gamut of official 
specifics, they carry out market procurement through long-trange contracts, our 
trade, while it also includes this element, is concerned with alleviatin 

ipply shortages in our stores expeditiously. Secondly, our trade takes p 


*J : 
principally on a noncurrency basis. In other words, it operates on a barter 


Sv sten. 


[Question] This reminds one a Little of a return to a medieval form of 


Answer In any case, it represents an efficient method. 
uestion J ut does it? 


_Answer [t is not my place to evaluate this, but generally speaking it 
appears to me that this type of trade creates totally new contract 
4 ‘ 


ypportunties, and simultaneously creates a broad tield tor market 


ypportunities. 
Juestion] Thus it appears that Torimex is fulfilling its tasks properly. 


nswer| In our opinion, yes. Of course, we have a wide margin of 
ies so that what we hope to do will be more effective. 


‘ 7. 1. abe “~** 
IPPOTLUNLL 


, 


juestion) In that case, what is the monetary value of our trade: 


Answer) Last year our trade totaled 12,000,000,000 zlotys, of which 
4,900,000,900 zlotys accounted for exports and 7,000,000,000 for imports. This 
breakdown clearly indicates that we are concerned with market demands. 


juestion] The breakdown at least at first glance indeed appears unmistakable. 
fet when we wish to discuss the positive results of market actions, we tust 
remember that the 7,000,000,000 zlotys constitutes a fraction of agezregate 
market deliveries. Thus it is not imposing when seen in this context. 
' Answer That's also true. Since i must defend myself, I will mention that in 
actuality {Yorime ‘tt only increases the market availability of domestic 
product it, somethi which was already discussed, assists in supplenentin; 
the supply of certain mass consumption goods. At times this is ver; 
insignificant and inexpensive, and therefore we annot attach much importance 
to the value of the deliveries, 
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'Text We have already embarked upon the seconc year of the greatest changes 

in management and national economy steering principies for some tort years. 
e aut r f "Directions of the Economic Reform" ratified by the th Part 
ngere : ive writte about these anges the following: "Orr! =f. 

system rejects both the thesis that the market is on t 

é mV. at the pr fiously occurring dominance : the 

i ratus in regard ¢ the enterprises which wave beer ‘orivec ir 
stonomy. e economy will be functionir the pri fiples of central 
annine utilizing market mechanisms.” 

I what extent is this promise being realized in the circumstances r {9832 


rhe a if mstances ire suc h that alm st tii tne Main ie€ei acts whnicn a AC 
i ve leeislative structure of the reformed managzemen 


formail bindine, and the remaining acts are alreacy in tneir [ina@. worKil 
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ROMANIA 


MINISTER DISCUSSES TRANSPORTATION, TELECOMMUNICATIONS 


Major Projects Viewed 
Bucharest SCINTEIA in Romanian 3 Mar 83 ppl, 3 


(Interview with Vasile Bulucea, minister of transportation and 
telecommunications by Anica Florescu] 


in with Mr Minister, could you Pepe Say a few 
ties in transportation and telecommunications during the 
the current five-year plan, and about the requirements for 
t of the decisions of the National Conference of the Party 


1983, in the ligh 
[Answer] The balance sheet in transportation and telecommunications 
t rent five-year pian to the present can _ considered as 
positive, with ificant achievements in the overail performance of the 
Mational economy. The report presented by the secretary general of the party, 
Nicolae Ceause , at the National Party Conference, as well as the other 
documents of the high communist forum, have established the major coordinates 
that transportation anc telecommunications must follow to steadfastly fulf 
the objectives and tasks outlined “f the 12th Party Congress. The essentia 
Characteristics of this pers --quality and efficiency--have focused r 
attention on optimizin caneepetation and intensively using availabd 
of transportation lecommunications, so af to obtain higher yie 
=e costs, a more judicious distribution of tasks among means of 
ransportation as function of specific consumptions, and domestic produc 
of a large number of imported parts, by recycling and rebuilding many part 


bassemplies, with a consequent reduction in the nation's currency 


" 


oo 
rey ‘Q 


w 


? - , - . . . 
-- R@e@HING with the growing requirement 


of goods transportec on railways--the maj mestic 
transportation--curing 1983, will increase by €.8 percent with respect tc 
1962, while river transportation will grow by more than 26 percent For the 
commercial maritime fieet, we are acting energetically to fulfiil in an 
exemplary manner the tasks outlined by the secretary general of the party, 
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1963 we wili extena the subway over a thirc trunan ilne, 2roilor-.naustriiior 

Militari); this means another 7.7 km with four stations, a new depot, as 
well as a rolling stock repair plant and installations at the Militari 
comp.ex. The extension of the subway network during this year wii. bring the 
average traffic to about 200,000 to 250,000 passengers per day. 

Question] What other large investment objectives are on the agenda for this 
year in transportation and telecommunications, and what concrete actions are 
being taken to meet the dates planned for their operation: 

(Answer! The 1983 investment plan of the Ministry of Transportation and 
Telecommunications contains priority objectives for the economy. We will for 
instance electrify 69.3 km of double railway track, and 38.2 km of singie 
track, between De)-Apahida-Cluj-Napoca and Simeria-Hunedoara, as wei. as 
double some of the track between Mintia-Illia-Arad. We are executing projects 
aimed at fulfiliing the task drawn by the secretary geierai of the party to 
assure the country's energy independence, projects which wiil provide 
transportation for the coal produced in coal basins; these will de a New 
Tailway from Babeni to Berbesti (34.7 m), a new railway from Carbunesti tc 
Albest: (11.4 km), and railway work in the Valea Jiului coal basin. 

We are also working on the Danube bridges scheduled for opening in 1984. The 
technical and organizational measures that we have taken, and the time.y 
Gelivery of supplies to work sites will assure that schedules will be met. 


\.. - ) t,7 - _ ° ° - » | le + v . i . - ~~ 3 » €us 4 
\wuestion, wnat can you téii us about the iantroauction of new teatures ana 
hr . ~~. - ~€ = a= | oo © ‘ 7 ~ep a + ar cnr - es Ae 
Le moa rnazation ~* tne recnnicadl materia.s 5 Ty mae -Canse IT tacio!l 
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Guring a9535; 


[Answer] The consistent encouragement of technical progress is one of the 
major concerns of our ministry, of research and design institutes, and in 
general of all our units which operate on the basis of conecrcte programs, 
discussed anc approved by the ministry's management council. Particular 
attention is being devoted to the mechanization and automation of 
transportation and teiecommunication processes, aS well as to the extension of 
computers to the direct management of activities. Notab.e among =he most 
| octal ae hale r+ rac: + aro? ra - - Iae 'e -r AF are ahts-be aarais rar rs “e€ fae 
hint we Lan A = IWa S Ga Ce 4 ot ii1rst aarge ~-wiee AGO ~ * @VvVe cCOns ~@ GAastse & We 
transporting ores, consisting of special cars equipped with automatic 
couplers; omplete mechanization and automation of the Videle switchyard 
USij = a wr a S - I™} ter; 7 C r uct 10Nn ~ f ar ele > 4 s aC ~e.zeonone 
concentrator, which will connect a larger number of supscribers to the same 
network ‘anc therefore e the network more intensiveiy); fabricat nota 
completely mechanize Ales yr boring railway tunne.s; use of large 
Capacity containers 40 feet with a payload of 30 tons); and § nN. 
a 
(\Questio! Nt é - t { That 3 t i‘ * is > = tnart 
transportation a e.ecom 1cations use la: ts of fuel anc energy. 
Have you perfected a strategy for economizir 1 requcince Asumpticn, ana 
Ca e ~_ r > . ‘_~ & ¢ > a > ’ + 
~ws te i= Ww s ’ - 4 . 
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[(Question} It 1S known that a large proportion of material costs 1: 

. : _— . .* — me 3 ~ ee 
transportation 1S agevoted to spare parts. what iS Deing qone tc recuce 
expenses in tnls area: 

. . 
* - Cc. 7 - ~ - _“~ ~ ~= --~ ~ 
Answer, Supply of needed spare parts and reduction of expenses for them, are 
~ . ~ ~ ~——-— - ~ = -~<+ 
indeed major problems in assuring the steady operation of means of 
ra” a ~~. ae “~- —_ 7” -_ ~ r ~- el ee | - - -_ --<- - ~ =e. 
- + anspor - -— wee and tel ecommn uUnications, anc ~-*. aesuwe OE + a J econog - ~«— €..i1Cieé ~~ Je 
~- = % ae ~ ee 7 s 299 ¢ o . "A097 - 99 . 
ane Va.ue Ot r Ouisat spare parts was 2.4 O2i44i0%i 2-@i 277 > hor a anc eo De 
near.y 3 5iiii90Hn Guring this year. At ene Same time we are Striving tc 
2 : 2 
. . . 
Manufacture 1n Romania parts that woul erwise be imported, so as to reduce 
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water SinNkKS in winter, are suspended more efficien 


, are heated and ventilated with 
te} Y 
and have better thermal and sound insulation; utomotive transpor 


increasingly be equipped with articulated buses which will aiso have better 
technical peformance and comfort. 

In 1983, we will continue the mechanization of passenger train and bus 
preparation, by expanding the network of washing stations. We will alse 
improve specifications for the technical preparation of cars, and carry out a 
Sustained effort for stronger order and discipline, and for improving the 
attitude of personnel toward train and bus passengers, areas in which the 1982 
activity did not meet the level of demand. 
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to coal, ores, and other induStrial raw materiais. Similarly, industria. 
production is placing greater stress on the repa:r of rolling stock, motor 
vehic.es, ana river boats, particularly through faster repairs resulting from 
hagher .abor productivity and strict comp.iance w.th pianned costs § 
January for instance, per 1000 iei of produced goods, we met 99.9 percen: cf 
the tota. costs and 99.6 percent of the materia. ¢c¢°°%3, whiie labor 
productivi*y was exceeded by 1.2 percent. 


A special problem in 1983 is to achieve greater savings cf fuels anc energs,; 
We might incicate that the consumption quotas eStab.isnhec Dy the pian for thas 
year are il percent iower than those of 1982. At the same time substantia. 
amprovements are stipulated for the uti.ization indicators of transportation 
resources, tooiing, and installations. During the first two months of this 
year, Our units met the pian tasks in the consumption of diese. fue. whi.e 
Saving 0.2 percent in electric power in railway “<ransportation ene Continsed 

conomy of } primary concern 4 

t 


energy resources is @ 
- 


for a@€.. the woraers 
. 


collectives in transportation and telecommunications. Research speciai:s¢ts 
Mave analyzed and established new criteria for distributing transportatior 
regGuirements among categories of transportation, as we.. as for optimizing 
traffic by continuing to reduce fuel and energy conmsumptions. Anaiysis 
gencies are currentiy finalizing application instructions, and it is expected 
that che w Criteria will be eftfectiveiy i:mpiemented during che second haif 
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uilding the structure of our economy and modernizing it, supner‘or opportuni- 
ties have existed and do exist for increasing productivity and economic ef- 


ficiency, which have been utilized inusfficientl-. 


“valuation of the special results obtained in construction and modernization 
the structure of the Romanian economy, trends and directions of orientation of 
the national efforts with a view to intensifving the degree of use of labor re- 
sources may be brought out better if we compare Romania with countries 
stages of development and modernization of the economy (Table 3). 


a) 


in various 


Table 3: Correlation Between Percentage of Three Sectors in 
Gross Industrial Product and Their Percentage in 
Employed Population by Groups of Countries With 
Different Per Capita Gross National Product in 19809 














GNP Per % in emploved 7 in Gross Efficiency ratio he- 
Capita population Industrial tween 7% of hrancies in 
Group of in 1980 Product pross Industrial Pr-- 
Countries (dollars) duct and 7 in emploved 
population 
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be be Ps 
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Countries with 
low income (33) $ 260 70 #15 = 15 36 «35029 io 2.3 1.9 
Countries with 
antermediate 
income (63) 1, 400 44 22 34 15 40 45 J 1.8 Les 
Romania 2, 340 29 36—= «35 11 64 25 .4 1.8 7 
Industrial coun- 
tries with planned 
economy* (6) 4,640 16 45 39 15 63 22 9 1.4 4 
Industrial countries 
with market economy 
(19) 10,230 6 38 56 4 37 359 7 1.9 1.1] 


* Bulgaria, Czechoslovakia, GDR, Poland, USS and Hungarv. 
kk Transportation, circulation of goods, education, culture, health orotection. 


Source: Calculated on basis of data in "Rapport sur le Developpement dans 
le monde,” 1982. 


93 











In the tour groups of countries, Romania has @ int#rmeciate situation accord- 
ing to all the indicators examined; overall, Romania has come along an impor- 
tant road in creating and modernizing its economic structure and in the e*f- 


ficient use of the labor force, placed at a more advanced stage compared .th 


tne tirst two groups of countries (96). [n relationshin with the other coun- 
tries, ” ania must turther contirue its effort at modernizing its structures 

and making them more efficient, as also provided in the documents of the 12th 
party conterence and the national party conference in December 1982. Sore 
considerations in this regard can be seen by comparing more of the vercentages 
mentioned. [In agriculture our employed copulation represents 29 percent, ‘vre- 
seeing 2a corresponding evolution looking ahead to 1990; 36 nercent of the lahor 
resources are employed in Romania's industry, while this proportion is much egreat- 
er in tne group of socialist countries (45 percent) and is 38 vercent in the de- 
velopec capitalist countries; finally, there is a smaller proportion of emploved 
population in the services sector as well as in the case of industry in Romania: 
3) compared with 39 percent in the group cf socialist countries and 546 percent in 
the group of developed capitalist countries. Also to he noted in the group of 
capitalist countries is even the trend of felling off of employment ‘in industrv 

ard increase in services. 


with regard to the structure of the Gross Industrial Product by branches, the 
Situation is different. In the case of agriculture, Romania represents 1° per- 
cent, which is less than in the socialist countries examined(15 vercent) ind 

more than in the developed capitalist countries (4 percent) where, however, the 
structure of Gross Industrial Product is relatively much different tnan tat in 
the socialist countries, a valuable detail in continuing the presentction; in 
indu.try Romania holds a greater percentage (64 percent) than the group of social- 
ist countries (63 percent) and far higher than the developed capitalist countries 


(37 percent)!! Final’yv, in services Romania produces 25 percent of Gross ‘ndustrial 


Product while the group of socialist countries produces just 22 percent and the 
developed capitalist countries produce 59 percent of the GNP. 


witn regard to the ratio between percentage in Gross Industrial Product and per- 
centage in employed population, the three sectors in Romania's case hold either 
values below the unit--lower (.4) in agriculture and somewhat higher (.7) in 
services--or values above the unit--high (1.8) in industrv. These indicators 

yf efficiency, according to the homogenization of technical supply and labor 
productivity in the three big sectors--evolve, as seen from the analvsis of the 
1950-1980 period, away from higher values toward values which tend tovard 1.9 
which already in 1980 were characteristic of the economicallv developed countries. 


Corresponding with this process, it also should he noted that the countries with 
a high level of industrial maturity, of modernization of the macroeconomic stru 
ture are modifying the employment of the labor force between the three bie sec- 
tors in zero or extremely small ratios: ¥.1--.3 percent. 


In these developed countries, as a result of the stability of the structure of 
the big sectors, the sources for increasing per capita Gross Nationa! Product 


and GNP per employed person considerably change their proportions (Table 4). 
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Table 4: Break-Up of Structural Changes bv Inertial Comnonence (gv) 
And Structural Componence (gw) and Groups of Countries 


In the 1960-1980 Period (7%) 
Industrial coun- 


Countries with Countries with tries with mar- 











low income intermediate ket economy 
income 
Intertial componence (gv) 44.6 96.5 99.4 
Structural componence (gw) 55.4 3.5 4 


Source: Calculations on basis of data from "Rapport sur le developpement dans 
le Monde,” 1982. 


Whereas modification of the macroeconomic structure (gw) in the countries with 
low incomes representsa high percentage (55.4 percent), it has a contribution of 
just .4 percent in the countries with a high income; the overwhelming, actuallv 
integral portion of the rise in income (99.6 percent) is obtained on the basis 
of the "inertial" componence, which is nothing more than the growth in labor 
productivity in each of the three economic sectors. | 


As a result, the growth in labor productivity and efficient use of the labor 

force are a. limited to the three big sectors. The experience of the developed 
countries which have reached a higher degree of maturity of their macroeconomic 
structures siiows that under the conditions of their stabilitv and ahsence of 

their influence, the growth in productivity and in efficiency of using the labor 
force takes place under the domination of certain profound changes and shifts with- 
in each sector separately through development and modernization of their subbran- 
ches , from creation and extending of new subbranches, from assimilation of new 
products and modernization of existing ones, from broad-scale promotion of the 
mechanization and automation of production and from the scientific organization 


of production and labor. 





All these microeconomic processes, even if they do not lead o a change in the 
macroeconomic structure, represent basic components in the qualitative improve- 
ment in the structure of the economy and in continually raising the degree of 
efficient utilization of the labor force and sustaining that rise. [In this re- 
gard, a special role in the strategy of raising the degree of rational and ef- 
ficient use of the labor force is played by making the enterprise a size which 
is adequate for the specific conditions of the branch and the international cir- 
cumstances, the superior organization of the process of research, design and as- 
similation of modern products and technologies and the mechanism of leadership 
of the entire national economy. Generalizing the maior requirements in the de- 
velopment of our national economy, Comrade Nicolae Ceausescu pointed out: "T 
feel it is necessary for us to move from the phase of quantitative accumulation 
to a new, higher phase--that of the struggle for qualitv. The time has core for 
us to change quantity into a new quality. This is the primarv demand upon which 
the future of Romanian industry and the future of the entire national economv 


depend."'* 


8071 
CSO: 2700/170 





* Nicolae Ceausescu, "Report to the National Conference of the Romanian Communist 
Party, 7-9 December 1977, Bucharest, Political Publishers, 1977, op 16-17. 
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YUGOSLAVIA 


FOREIGN EXCHANGE SAVINGS IN 1981/1982 
Zagreb DANAS in Serbo-Croatian 15 Mar 83 pp 14-16 


fArticle by Ljubomir Cucic] 


fText] Foreign exchange savings are obviously a most attractive way for 
Yugoslav citizens to preserve the value of their money. Because of open 
borders and the relatively great import privileges, the number of people 
with foreign exchange savings has increased more and more in recent years. 
Liberal domestic banking controls and permissive private transactions in 
foreign currency have made a foreign exchange account available to many. 
The continued loss in value of the dinar in relation to the leading world 
currencies has coincided with an ever increasing number of money orders 
from our workers abroad and with the growing foreign exchange income from 
tourism. The proportion of foreign exchange deposits in savings accounts 
has been on the increase since the early 1970's. At the end of 1982 we 
had the equivalent of 482 billion dinars in foreign exchange accounts. 
This is twice the balance of savings in dinars, and at the current rate 
of exchange is equal to approximately $7 billion! But the contribution 
of foreign exchange savings in improving the liquidity of the country in 
international payments and in economic development is enormous. 


Nevertheless, Yugoslavia has still not created the proper conditions for 

the lasting growth of foreign exchange savings. Instead of a well-conceived 
strategy for attracting the owners of foreign currency to domestic banks, 

we generally adopt to periodic and temporary measures. Recently we have also 
grasped for extremely restrictive regulations. How much such acts serve 

the material interests of the country is indicated by the fact that our 
citizens working abroad keep only one-third of their savings in domestic 
banks and savings accounts! The remainder of the almost $12 billion is 

kept in foreign hanks, although they pay a lower rate of interest on these 
savings than do the Yugoslav banks. Without a doubt, this is a unique sort 
of crisis of confidence in domestic financial institutions, and in general 
indicates dissatisfaction with the conditions under which foreign exchange 
savings are handled. The steps that bankers have taken to increase this 
confidence are often not given adequate preparation, are short-term in 
Orientation, and on the whole do not work the way they are supposed to work. 














crs oe! mark, ects . 





ies: At the end of 1982, savers had a total of 730 billion dinars 


- os 


ir toreign currency and dinar savings accounts, o! which two-thirds 

foreign currencies. This amount is 50 percent higher than it was 

Ar However, this says nothing about the increase in foreign currency 
4 


ngs because during this time the dinar depreciated, for example, 49.4 


ent in relation to the American dollar, 43 percent in relation to the 


ihe greatest increase in foreign currency savings has 
noted in bans located in the Socialist Autonomous Province of 
»dina (2 percent) anc the least in the Socialist Republic of Croatia 


percent) and tne Socialist Autonomous Province of Kosovo (43 percent). 
‘ one-third of toreien currency deposits are in banks located in the 


ialist Republic of Croatia, approximately 23 percent are in the territory 


he Socialist Republic of Serbia excluding the Socialist Autonomous 
[5 percent are in the Socialist Republic of Bosnia Hercegovina, 


‘ >. ° i 


\opcosimatety halt (49 percent) of all foreign exchange savings 


i 


truments have terms longer than 1, 2, and 3 years. 


}» indiv.dual currencies provide a more realistic picture of the 


vement of toreign exchange savings last year. Five currencies accounted 


- 


r 


9) vercent of the currency structure of savings. Three-fifths of the 
exchange demand deposits were in German marks. At the end of 


,arry 
* 7) 
*y 


‘ember of last vear thre were 6.144 billion marks in these accounts, 


a vear earlier there were 5.556 billion marks, so there was a 9.3/7 
7 


enc inerease. A great decline in savings was recorded during the lat 


ontns o. last year, when a bank agreement Limiting cash payments to 


ns oe | 


a month went into effect. 


nd dollar savings deposits in November and "ecember did not deciine, 
thanks to a rapid increase in the first 10 months, they were as much as 


4 percent higher than for 1981 as last year came to a close. But this 


i 


- | 
ic 


ncrease was primarily the result of the rapid increase in the value of 


dollar in relation to tie dinar as opposed to other world currencies. 


Secause of this, savers converted part of their savings which had been in 


- irk 


r ‘ 


s, francs, and kronas into the American dollar. Sixteen percent of 
ign currency accounts are not in this currency, and they total 


© ‘ 


sroximately $700 million. Eight percent of demand foreign currency 


ire 


;* 4 
itl 


ings are in the Swiss franc, and they now total 581 million francs. 


> 


is 4 one percent increase over last year. Five percent of savings 


in the Austrian schilling. Accounts in this currency ceclined 3 percent. 


‘tha 


se in the French franc declined one percent. Term deposits of Yugoslev 


zens are at approximateiy the same level as they were in 1981. Most 
sits have terms longer than 24 months. 


irchase: Nevertheless, it is not apparent from these data whether foreign 


exchange savings are declining or increasing. In calculating the movement 
of savings, one must also take into consideration the fact that domestic 
banks have repurchased from savers 12 percent of foreign exchange. People 


ell 


foreign currency because they seek loans from banks. Generally 


speaking, foreign exchange savings actually grew last year compared to the 
Jear before. But this increase is nothing Like we would want to have, 
-specialiyv since savings suddenly, and unexpectediy, decreased during the 
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the last 2 months of 1982. This was responsible to a large extent for the 
sluggish increase overall. But the one factor which is most responsible 
is that savers are not provided with adequate opportunities to use their 
money as they would like to use it, and they sometimes have feelings of 
uncertainty and insecurity imposed upon them by the conditions under which 
their money is kept. 


At the end of October of last year, at approximately the same time that 
other restrictive measures were taken in the area of consumerism, the 
banks of Yugoslavia were advised to restrict cash payments from foreign 
currency accounts. The explanation for this was that it was necessary 

to reduce the outflow of foreign currency from the country. Without 
considering the consequences of this action, bankers obediant]’ agreed to 

a limit of 5250 a month in cash payments, or the equivalent amount in 
another currency. They also agreed that foreign currency payments in excess 
of $259 would be issued in the form of a check. These checks could only 

be cashed abroad, and it was assumed that, because of the required deposit 
for crossing the border and the decrease in import privileges that less 
money would be taken out the accounts. Checks were necessary to nullify 
the private sale of foreign currency. The official explanation was that this 
would introduce more contemporary methods of dealing with money into the 
bank practices. This is undoubtedly true, but even before this action 

was taken one could request payment in the form of a check from our banks. 
After all, financial operations cannot be modernized overnight, especially 
not by introducing restrictions in money management. The noticeable 
nervousness which took hold of savers during the second half of last year, 
as well as the various guesses about the fate of foreign exchange deposits, 
were partially justified with the introduction of the new bank controls. 
Oil had been poured on the smoldering fire. Many savers demanded that the 
banks pay them the maximum $259 a month every month. Many people preferred 
to put money in a sock than in a bank despite the extraordinarily high rate 
of interest, which for some forms of foreign currency accounts were as 

high as 12.5 percent. On the other hand, many depositors who had intended 
to put their money in the form of foreign currency in a savings account 
preferred to keep it in their pocket. There was then less money in foreign 
currency accounts. This is why foreign currency savings fell during 
November and "Yecember of last year. 


Secrets and Business Transactions: Unfortunately, this was not the only 
negative consequence of the bank SAS, concerning the form of payment from 
foreign currency accounts (146 out of 166 banks accepted it, but all the 
local banks which belong to the Belgrade associated bank rejected it). 
There were those who were not discouraged by the introduction of deposits 
at border crossings and by the decreased import privileges. They decided 
to demand all of their money from their foreign exchange accounts from the 
banks. The checks they received they carried over the border and cashed. 
Some banks, and indirectly all others, were thoroughly humiliated by this. 
In some places, checks were issued, irresponsibly, which could not be 
covered by bank funds because of highly diverse currency outlays, and 
foreign banks cashed checks from our citizens for which they could not 
receive payment. 





\t the same time that these banking measures were taken, strict regulations 
‘re passed which provided harsh punishment for foreign currency violators. 
prohinited dealings in, and possession of, foreign currency. People 
ry had toreiga currency outside of banks at the time were caught by 
Under existing conditions thev did not want to place foreign 
rrenc’ in an account, and if they hid it under a mattress they were 


i spreign currency laws. The fact that members of the internal 
urity torces were involved in this foreign exchange madness was no 


ret. Otten, despite the tact that savings accounts are supposed to be a 
Jale maiter, information about the holders of “fat™ foreign currency 
1 ounts was demanded from banks by these agents. These types of incidents, 
it the border and elsewhere, have been talked about quite frequently lately. 
io mot help in the icast in returning the confidence of the populace 


k to domestic banks. 


f 9’ the reasons that savers are less inclined toward domestic banks is 
inbusiness-Like behavior of the banks. When, for example, a Yugoslay 
-r living abroad sends money to his reiatives through one of our bans, 
is not notitied that the money has been delivered for 3 months! Foreign 
yanks notity him of delivery within 3 days. Our banks are actually luring 
way from other domestic banks by using different interest rates and 
onditions, instead of working together to increase the total number 
Savers. the forms and the amount of financing which banks have offered 
the last year or two have been rather modest. Housing loans, agricu tural 
business loans, have only occasionally been approved in the majority 


»' banks. ihe fault for this also lies with those who guide credit and 
monetary policy, which has been restricting bank investments more and more 


7 


yf several years now. Although the repurchase of foreign currency from 
ijoslav citizens has been highly visible in pianning documents, in 
vractice this has not been carried out the way it was supposed to, for the 
‘st part. Because of a shortage of dinars, banks cannot always buy the 
sreign currency put up for sale by customers or approve loans for them. 
i'n L98L, approximately 11,900 requests for loans went unanswered. Most of 
these requests were for house construction and for business loans. It is 
estimated that $332 million in currency could not be repurchased because 
ese loans were not processed. 


‘Money Orders: Bank service has become obsolete; for the sake of economy 
the number of retail bank branches is decling, and high interest rates have 
not been able to alter many of the larger plans of savers. The desires cf 
customers have not been accompanied by the appropriate forms of designated 
saving accounts. Banks have not been especially motivated to accept foreign 
rrrency tor deposits. The value of the dinar in relation to other currencies 
Nas gotten worse rather quickly and because ot ditferences in the exchange 
rate at the day of purchase and at the day of sale, much monev can be lost. 
Only last vear, banks were in the red by over 509 billion dinars because of 
exchange differences, and the nature of debt relationships with foreign 
creditors is such that they can demand payment of the whole loan if our 
bank operates at a ioss. 
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fhe decrease in the number of our workers living abroad in western European 
countries has also had an influence on the decelerating growth of foreign 
exchange savings. During the period when the greatest number of Yugoslav 

itizens was working abroad, in 1973 and 1974, foreign exchange savings 
increased at the average annual rate of 36 percent. Ninety percent of our 
people working abroad are employed in the Federal Republic of Germany, 
Austria, France, and Switzerland. Compared with 1973, there are 31 percent 
fewer citizens working in these countries today, and there are quite a few 
of them who have not returned to this country even though they have lost 
their jobs. Ten year ago there were 535,000 Yugoslav citizens working in 
the Federal Republic of Germany. Today there are only 337,900. 


Different measures have been taken in an attempt to stimulate foreign 
exchange savings, but since they are most often carried out without advance 
preparations, they do not always give the best results. Thus, in 1980, on 
the basis of a decision by the Federal Executive Council, we gave foreign 
exchange savers the right to buy certain products without having to pay the 
federal excise tax if they used dinars obtained from the sale of foreign 
currency. This retarded the negative movement in foreign exchange savings. 
But it quickly became obvious that there was another side to this action. 
The desire of Yugoslav citizens to purchase automobiles, furniture, and 
kitchen appliances without having to pay the excise tax was greater than 
the ability of the manufacturers to produce them. Problems concerning 
price, times of delivery, and the quality of the products appeared. Many 
people who had already sold foreign currency were not able to consummate 
their purchase plans. The dissatisfaction of the consumers had a negative 
effect on the influx of foreign currency into banks. We had a similar 
experience with credit exchange conditions. The same year, banks offered 
favorable credit for small busin:ss loans and for the construction of 
apartments on the basis of fore’ gn currency sales. It did not take long for 
credit demand to overwhelm the vanks, and not everyone could be satisfied. 


The Turning Point: Last year the interest rate on foreign currency savings 
increased significantly, especially on term deposits. These interest 

rates are among the highest in Europe, and undoubtedly will help in 
attracting the foreign currency which is availalbe to invest into the banks. 
Savers receive 7.5 percent interest on demand deposits, 9 percent on term 
deposits of over a vear, 1l percent on deposits over 2 years, and 12.5 
percent on deposits over 3 years. In preparation is a new, more stimulative 
proposal. if it is accepted, on foreign exchange deposits, interest in 
dinars wili also be paid. These interest rates would be much higher than 
foreign exchange rates mentioned above, and would be used exclusively at the 
request of the depositor. The rates would range between 13 and 20 percent 
depending on the term of the deposit. [It is assumed that many people would 
decide to obligate their foreign currency savings and in this way 
significantly improve their personal budget with income from the interest. 
In this wav, those who have enough foreign exchange would be able to live 
off the interest payments. Approximately $10,000 would be enough if 
obligated for three vears; about 150,000 dinars would be collected in a year 
from interest. Dividing this figure by 12 would give the average monthly 
value of personal income. This action would doubtlessly attract many 
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widers of toreign currency to the banks, but other social and economic 
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apparent that stimulating foreign exchange savings does not have to 
mean relying only on temporary market and credit relief and on interest 
rate Stimuli. Ultimately, the majority of people do not save foreign 
irrency in order to receive high rates of return but to satisfy certain 
isic needs. The purchase of a dwelling, the advancement of agricultural 
production and trade businesses, these are the main goals for the majority 
These are activities from which the whole society can benefit 


SAVeTsS. 
r the same time. What is important to savers is neither high interest 
rates or the sliding dinar, but a Lasting credit system which provides the 


soportumity to plan for the construction of a house, open a business, or 
fort farming. for these purposes, bank credit should be excluded from 
t} general investment limits, the extraordinarily high interest rates on 
loans must be reduced, and savers must be able to save foreign 
for deisgnated purposes. Finally, for once and for all, we must 
on the rigid adminisrrative methods of regulating foreign exchange 
ings. ‘low much benefit these methods bring to us can best be shown 
hy the example of Limiting cash payments from foreign exchange accounts. 
nis type of thing cannot return confidence to domestic banks, or strengthen 
faith in them. And in closing, I would like to present one more item of 
niormation. To cover loans for citizens of Yugoslavia last year only 
*.4 percent of deposits in savings accounts were used. The rest was 


’ 


lirected at economic development in various forms. 


ese 


~ People ‘re Saving 


The greatest proportion of foreign exchange deposits out of the total savings 
local population is in local banks of 30snia and Hercegovina (70 percent), 
“the least in the Socialist Republic of Serbia (41 percent). 


‘@ most money is concentrated today in the production sector (44 percent), 
rod with private citizens (40.5 percent). Other organizations have 10 
recent, soctal and political communities, 4.8 percent, and the federation, 


rh percent. 


In August of las’ ear, Yugoslavs held 860 billion dinars, of which 43 
‘recent was in foreign currency. Nearly 80 percent of the money of Yugoslav 
‘ize ns is kept in banks. Money kept "under the mattress" supposedly 
nes to only 176 billion dinars. 


in '972, Yugoslavs kept 76 percent of the money in banks in short-term 
iccounts, or the so-called "demand" deposits. [n long-term accounts there 
was 23.9 percent of the deposits. Nine vears later, "demand" and short-term 
deposits in banks came to 66.8 percent of the total, with 33.2 percent in 


long-term accounts. 


‘ast year, in order to approve loans, domestic banks repurchased foreign 
urrency for 48 billion dinars from Yugoslav citizens. One billion marks, 
577.7 million, 202 million Swiss francs, 198 million French francs, 672 


mfllion Austrian schillings, etc. were repurchased. 
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The greatest number of loans from the sale of foreign currency went for 
housing construction (57 percent), 12 percent went for small business, 


and 51 percent for other loans. 


Table. 


(in milltons of dinars) 


Republic or 





Province 12-31-81 12-31-82 Index 12-31-81 12-31-82 Index 
Bosnia and 14,722 18 ,618 126 47,549 73,054 154 
Hercegovina 
Montenegro 3,114 3,494 112 4,217 6,239 148 
Croatia 46,462 60 ,490 130 106 , 366 155,355 145 
Macedonia 18 ,498 24,229 131 25 ,809 40,112 155 
Slovenia 31,898 39,334 123 31,898 47 ,080 148 
Serbia w/o 35 ,000 45 ,822 131 82,157 127 , 889 156 
provinces 
Kosovo 1,830 2,077 113 6,760 9,695 143 
Yo jvodina 18 ,002 24 ,373 135 14 ,933 24,249 162 
All banks 169 ,526 218 ,437 129 319 ,689 482 ,673 150 
Postal 24,384 28 ,662 LAlJ 0 eewese —oeeeee oon 
savings banks 
Total 193,910 247 ,099 127 319,689 482 ,673 150 
savings 
9548 
CSO: 2800/253 —_ 
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